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Dissident Qin Yong-min’s ‘Peace Charter’ 


94CM0086A Taipei LIEN HO PAO in Chinese 
16, 17, 18 Nov 93 


[Three installments of serialized article by Qin Yongmin 
(4440 3057 2404): “Peace Charter (Draft)”—First three 
paragraphs are editor’s note.] 


[16 Nov 93 p 10] 


[Text] The “Peace Charter (Draft)” which appeared in 
Beijing on the 14th is a spontaneous democratic procla- 
mation seldom seen on the mainland in recent years, and 
quite capable of shaking up both the Communist Party 
rulers and the mainland democratic movement. 


The charter was comprehensively revised and perfected 
through the collection of signatures and a wide spectrum 
of ideas, and clearly reveals that pluralistic democratic 
government reforms are an unstoppable historical neces- 
sity. It requests that the communist party in power act in 
good faith and initiate a peaceful transformation of the 
political system from top to bottom and reduce to a 
minimum the negative effects which would disrupt the 
life of the masses. 


“The Charter,” on the principle that it is “operable,” 
requests the communists eliminate ‘‘counter- 
revolutionary crimes”, open up restrictions on political 
parties, respect the resolutions of the United Nations 
regarding human rights questions, redress the wrongs of 
the “4 June” incident, release all political prisoners, and 
establish a strategy for attaining a pluralistic democracy. 
It also requests both sides of the Straits initiate co-equal 
negotiations, call a roundtable discussion, and promote 
peaceful unification. These suggestions and procedures 
are the accumulated crystallization of the thinking and 
struggling of the members of the people’s movement on 
the mainland over the past ten years and have the great 
boldness of vision for driving history, a vision which 
transcends the limitations of time and space. It is truly a 
rare democratic document. 


Over the past decade or more, tremendous changes have 
taken place in the economic system on the mainland: We 
greatly admire this fact. 


However, as the facts of contemporary world history 
amply testify, the rapid expansion of the market 
economy of necessity requires the implementation of a 
pluralistic democratic government. 


In view of the fact that tremendous changes have 
occurred in the present world order with the end of the 
cold war, we move toward a new order. 


In view of the fact that all Chinese are concerned for the 
future peaceful development of China, towards this end 
we specifically put forward this charter. 


The many and varied examples of transformations in 
political systems which have taken place in the past and 
in the present, at home and abroad, compel us to worry 
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deeply. If pluralistic democratic government is an 
unstoppable historical necessity, then we must ask our- 
selves: in China, will this process ve carried out peace- 
fully or not? 


We are convinced that within the ruling circles on the 
Chinese mainland there are men of historical insight 
who also have come to recognize the above stated 
problem and its urgency. For this reason, the teachings of 
historical experience, especially the example of the pros 
and cons of the former Soviet Union and of Eastern 
Europe, are sufficient enough to cause both the govern- 
ment officials and common people on the mainland who 
still harbor antagonistic feelings to arrive at a sort of 
common understanding. 


Only when the government powerholders are sincere and 
it is carried out in a systematic and peaceful manner 
from top to bottom, can the negative effects of the 
historical transformation of mainland China from a 
centralized to a pluralistic to a democratic government, 
that is, the disruption of the social and economic lives of 
the masses, be kept to a minimum. 


It should be pointed out that the turbulent tides of world 
history and the unprecedentedly strong international 
forces of democracy have not only caused the peaceful 
transformation of China to become a popular cause, but 
have also provided various necessary conditions for this 
transformation. The present situation at home and 
abroad, considered from every angle, absolutely will not 
allow a repetition of an incident like the “4 June” 
massacre. At the same time, justice and reason do not 
desire that a situation similar to that prior to 4 June, 
when all social controls were lost, should ever happen 
again. 


The key to the current question 1s this: This transforma- 
tion will be a blow to the upper classes of China’s society 
and certain persons who derive benefits therefrom and 
thus harbor a negative, rejecting attitude toward such a 
change. At the same time, the classes which are victims 
of the present system and some individuals hold 
unavoidably extreme feelings. These two conditions, 
both to a certain degree, have a negative effect upon a 
peaceful and systematic political transformation. 


As for the question about the two sides of the Taiwan 
Straits, the key problem is not what form unification will 
take or at what time it will happen, but rather upon what 
basis and upon what type of mutual recognition will 
unification be based. 


In accord with the above historical background, we, the 
citizens of China, with a deep sense of the great mission 
facing us, boldly step forward and call upon the govern- 
ment and the governed of our whole nation. Basing our 
actions upon the principle that “the interests of the 
entire nation override all else” renouncing all past enmi- 
ties, with mutual respect and mutual accommodation, 
renouncing aggression and seeking compromise, let us 
discuss the state of the nation and realize the great 
reconciliation of the Chinese people. Let us seek in a 
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peaceful and safe manner to come together to accom- 
plish the great mission of the transformation of the 
political system of the Chinese mainland and the 
peaceful unification of the two sides of the Taiwan 
Straits. 


We especially call to the attention of the members of all 
levels of governing and governed, the fact that in order to 
avoid the intensification of contradictions, which could 
lead to loss of control of the process of political change 
which must be forthcoming and which could cause the 
nation to slide into anarchy, the present regime should 
from this moment onwards begin to take all precautions 
necessary to avoid these troubles. This applies especially 
to the present government on the Chinese mainland, 
which most particularly has the responsibility to take 
positive action at the earliest possible opportunity to 
gradually ameliorate the political situation and to grasp 
the present favorable opportunity and self-consciously 
conform to the laws of historical development. Otherwise, 
they must bear the greatest historical responsibility for the 
various situations which might develop as mentioned 
above. 


To avoid having the next chapter in China’s political 
history again tread the vicious circle of the last hundred 
or so years, with the premise of taking into full consid- 
eration the common interests of the government and the 
public on both sides of the Strait and in particular their 
individual special interests, we solemnly recommend, 
specifically to the governments on the two sides of the 
Strait, naturally first to the government on the mainland, 
to the whole body of the Chinese people including those 
on both sides of the Strait, in Hong Kong and Macao and 
the minorities, and to our compatriots overseas, and to 
all organizations at home and abroad who work for 
social progress, the following workable procedure for the 
peaceful reconciliation of the whole people. 


1. We believe that the government of Mainland China 
does represent China, and as a standing member nation 
of the Security Council of the United Nations, has the 
duty to comply with all resolutions of the United 
Nations regarding human rights and should begin guar- 
anteeing the human rights of the Chinese people begin- 
ning with contemporary international standards and 
immediately establish laws comparable with those of 
contemporary democratic nations regarding person, 
speech, communication, publication, assembly, organi- 
zation (including lifting party restrictions), travel and 
holding demonstrations, as well as the free travel of 
citizens in and out of the nation’s borders. It should 
immediately eliminate “counter-revolutionary crimes” 
and strictly carry this out under international supervi- 
sion and under the supervision of the people both within 
and outside the country. 


As a reciprocal gesture of good will, we appeal to the 
masses of the people to restrict their own inalienable 
rights to assemble, travel and demonstrate, in normal 
times to the levels of the present laws of the authorities, 
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and reduce the social unrest instigated by a politically 
motivated peaceful transition. 


2. We appeal to the authorities in the mainland goyern- 
ment to exhibit the great spirit of being controllers of a 
historical transformation, and as soon as possible legis- 
late and enforce strategic measures for passing from 
centralized to pluralistic forms, and then establish and 
make complete a democratic system of government, 
creating the conditions under which the processes of the 
transformation of the mainland government can be 
carried out from beginning to end in a context which the 
central government can control and adjust. 


[17 Nov 93 p 18] 


3. Under the premise that the mainland government 
recognizes the previous two articles, we then appeal to 
the whole body politic and all advanced forces at home 
and abroad to respect the government of the mainland as 
the one force which is capable of leading the peaceful 
transformation of the mainland, to actively and volun- 
tarily cooperate with them, to provide various types of 
workable and constructive suggestions, to lay aside the 
terrible disputes which are not related to the main issues, 
and strive to form with the present authorities a benefi- 
cial relationship of mutual aid in which both sides push 
for progress in reconciliation. 


4. We earnestly urge the mainland government to make 
the first initial necessary gesture of reconciliation, that 1s 
to immediately redress the wrongs of the “4 June” 
incident, set free all political prisoners incarcerated 
because of “4 June” and other such reasons, making no 
differentiation regarding political beliefs and factions, 
and give an appropriate amount of recompense to all 
those who suffered in the “4 June” incident and others 
or their families who suffered political harm. 


When the mainland government truly exhibits sincerity 
towards reconciliation, we call upon those who have 
suffered and their families, and members of society at all 
levels to adopt a forward-looking attitude and no longer 
seek to ascertain the general responsibility for “4 June” 
and various later political incidents. 


5. We call upon the Chinese Communist Party and its 
government to remove the legal prohibitions placed 
upon all political exiles, and allow all students, labor 
movement personnel, and other such persons in exile 
abroad to return to China. 


We believe that China's problems can only be solved by 
the Chinese people themselves, in China. For this 
reason, we call upon all who truly aspire to dedicate 
themselves to the motherland to immediately return to 
China and join in China’s economic modernization and 
political democratization. 


6. On the day when, according to modern international 
standards, laws regarding forming associations are legis- 
lated and implemented and restrictions on political 
parties are lifted; that is, when all non-violent political 
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parties at home and abroad may legally register their 
existence; at that time, all societies and organizations 
and political parties should proceed promptly to the 
concerned department to register and be recorded. At the 
present time we thus call upon all concerned sides to 
initiate, under the principles of openness, legality and 
non-violence, with planning and with skill, an ideolog- 
ical movement which will not disturb the order of 
society, and use this as the means of exerting pressure to 
attain human rights and the minimum limits which a 
democratic movement should possess. After it is possibile 
to legally register, then of course these should continue to 
be the principles employed. 


7. We call upon the governments on both sides of the 
Taiwan Straits to immediately start direct negotiations 
regarding these problems. We believe that the cohesive- 
ness of the Chinese people is great enough to peacefully 
unify Taiwan and the mainland. For this reason, we call 
upon the authorities on the mainland to formally put 
away the proposition of use of force to settle problems, 
and treat the Kuomintang Party, the Peoples Progressive 
Party and other political parties of Taiwan as equals; 
when conditions are ripe, welcome the expansion of the 
Taiwanese political parties onto the mainland. We also 
call upon all levels of government and the public in 
Taiwan at such a time to also, in a like manner, welcome 
the expansion of the mainland political parties, 
including the Communist Party, onto Taiwan, and thus 
finally accomplish the social and political conformity of 
the two sides of the Taiwan Straits. We also call upon the 
Democratic Progressive Party of Taiwan to discard their 
proposal of an “Independent Taiwan” and to actively 
work for the cause of democratic progress of all of China, 
including the mainland, Taiwan, Hong Kong and 
Macao. 


8. We call upon the mainland government to completely 
respect the self-governing rights of the peoples of Hong 
Kong and Macao, and handle problems occurring after 
their reunion with the mainland under the principles of 
sovereignty belonging to the center and administrative 
rights belonging to the localities, fully respecting the 
freedom of choice of the local peoples regarding their 
social, political and economic systems and their style of 
life. 


{18 Nov 93 p 18] 


9. We call upon the various nationalities throughout the 
nation to protect the great unity of the Chinese people, 
and at the same time call upon the government to handle 
the problems of each of the nationalities in accordance 
with modern international standards, fully respecting the 
right of self- determination of the minorities, and laying 
aside the worn-out concept of preserving a unified 
domain through violent means. 10. On the basis that the 
preceding articles are accepted by all sides, and this 
naturally means that first they are basically accepted by 
the mainland government, we suggest that in a speedy 
manner a roundtable discussion be called, with govern- 
ment and public personnel of various callings from the 


POLITICAL 3 


mainiand, Taiwan Heong Kong, Macao, and the nation- 
alities and others from home and abroad participating, 
to discuss and resolve in common the next stage of the 
peaceful transformation and the peaceful unification of 
the two sides of the Taiwan Strait. Naturally, in accor- 
dance with the needs of the objective situation, a great 
many bilateral and multilateral preparatory meetings 
could take place beforehand, and the peaceful transfor- 
mation and peaceful reunification talks could be carried 
out at separate roundtable discussions according topics 
or differences. 


We believe that the above articles not only are in 
accordance with the basic interests of the Chinese 
people, but also are the rational requirements of the next 
chapter in Chinese history. We especially beg the main- 
land government to understand our good intentions and 
accept our proposal for the peaceful reconciliation of the 
entire people. 


We call upon all Chinese and all the descendants of the 
emperors living abroad to join their signatures and 
voices with ours to convey our common desire for a 
peaceful political transformation of the mainland and 
the peaceful reunification of the two sides of the Taiwan 
Strait. 


The “Peace Charter” is a free and public informal 
organization composed of all Chinese people at home 
and abroad, without differentiation as to political affili- 
ation, who accept and agree with this charter and who as 
individuals and organizations strive to achieve a 
peaceful transition to a unified and democratic China 
wherein pluralistic political forces coexist and carry out 
all sorts of public, lawful activities. 


The “Peace Charter” welcomes all persons who agree with 
its viewpoint both at home and abroad and who will 
effectively support and participate in its work—initiating 
collection of signatures, widespread propaganda, and car- 
rying out other activities within the limits permitted and 
guaranteed by the present day constitution and laws. 


The “Peace Charter” emphasizes most emphatically and 
deeply respects the Chinese Communists and their gov- 
ernment as the only social force which is capable of 
leading the mainland in peacefully completing the 
change from centralized to pluralistic democracy. This is 
a fact that we sincerely hope will facilitate the Chinese 
Communists to shoulder this immense historical mis- 
sion, and we most strongly urge them to not miss this last 
opportunity. 


The measures which the “Peace Charter” proposes are only 
those measures which we deem workable under the present 
conditions, and are offered mostly to elicit better sugges- 
tions. There is no need to be restricted by its wording. 
However, we firmly believe that the spirit of this charter's 
proposal to realize the systematic and peaceful transforma- 
tion under the leadership of the present governments not 
only conforms to the greatest interests of the Chinese people 
and the mainland government, but also is the only rational 
choice for contemporary China. 
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The signatories to the Peace Charter include persons 
from all walks of life; together they are the sponsors of 
this charter and bear the responsibility for the charter. At 
the same time, they have selected three spokespersons 
who have full authority to represent the “Peace Charter” 
in any talks with the governments on the two sides of the 
Taiwan Strait and in any public meeting held at home or 
abroad. The distributed copies of this charter, due to 
their extreme importance, become effective upon being 
signed by one of the signatories or by a spokesperson. 
Every signatory to this document has a mission to accept 
the signatures of persons from all walks of life and to 
initiate all types of activities, and to carry out special 
assignments with persons of all levels who are committed 
to this charter, all bearing together as one the responsi- 
bility. Let us work together with all Chinese people 
everywhere for the peaceful transformation of the main- 
land and the peaceful unification of the two sides of the 
Taiwan Strait. (11 October 1993 in Beijing) 


Legal Safeguards for Human Rights, Part II 


94CM0069A Hong Kong TANG TAl [CONTEMPORARY] 
in Chinese No 31, 15 Oct 93 pp 94-96 


[Article by Yu Haocheng (0060 3185 2052): “On Legal 
Safeguards for Human Rights (Part I1)"} 


[Text] After realistically examining the situation in 
China and using the experience of other countries for 
reference, we cannot but point out that there is plenty of 
room for improvement in protecting human rights. 


Regarding the situation of China’s human rights, partic- 
ularly that in citizens’ political rights and the legal 
protection for human rights, the white paper “Human 
Rights in China” published by the Information Office of 
the State Council in October 1991 has already described 
these quite well. However, after realistically examining 
the situation in China and using the experience of other 
countries for reference, we cannot but point out that 
there are many problems that we need to solve and 
plenty of rooms for improvement in protecting human 
rights. One of the problems is that the constitution has 
no provision to guarantee citizens’ rights to enjoy free- 
doms that they should enjoy, while the other problem is 
that some of the rights have been incorporated into the 
constitution, but there are no laws enacted to guarantee 
such rights. Therefore, there is no firm guarantee. In 
addition, a situation prevails where “laws are not 
observed and their enforcement is not strict,” so that 
some legal rights are only in name. We would like to 
analyze the existing problems in the protection of human 
rights as follows: 


Freedom of Person Is Deprived and Restricted 


1. On Freedom of Person. China’s current constitution 
stipulates that the freedom of person of citizens is 
inviolable and that unlawful deprivation or restriction of 
citizens’ freedom of person by detention or other means 
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is prohibited. Article 2 of the “Regulations of the Peo- 
ple’s Republic of China Governing Arrest and Deten- 
tion” stipulates that no citizens “may be arrested except 
by the decision of a people’s court or with the sanction of 
a people’s procuratorate.”” However, public security 
organs actually often arrest citizens in disguised form by 
using the “shelter and investigation” provisions. Legally, 
China has never promulgated any provision on “shelter 
and investigation.”’ Re-education through labor is 
regarded as an administrative penalty. In essence it 
deprives and restricts personal freedom of those who 
receive such re-education. 


The provision for “living at home under surveillance” is 
a coercive measure specified in the “Criminal Procedure 
Law of the People’s Republic of China.” It stipulates that 
“surveillance of one’s home is to be carried out by the 
local public security station or by the people’s commune 
or the defendant's unit entrusted with the task.” This 
kind of coercive measure serves to limit the sphere of 
activities of the defendant and place him or her under 
surveillance, but it does not completely restrict his 
freedom of person. Nevertheless, the defendant 1s often 
brought to another location by the public security organ 
and detained in a disguised form, and his personal 
freedom is completely deprived and restricted. In addi- 
tion, Article 92 of the “Criminal Procedure Law” of 
China stipulates: “The period for holding a defendant in 
custody during investigation may not exceed two 
months. Where the circumstances of a case are complex 
and the case cannot be concluded before the expiration 
of the period, the period may be extended by one month 
with the approval of the people’s procuratorate at the 
next level up.’ However, this period actually often 
exceeds the period prescribed by the law. Sometimes, it 
even lasts as long as several years. In addition, China has 
for many years implemented the policy of “seeking 
employment at the place of reform”, which has actually 
prevented prisoners from becoming completely free after 
finishing their term of reform through labor. All this runs 
counter to the laws which guarantee citizens’ freedom of 
person. 


“Freedom of Thought” No Longer Available 


2. On Freedom of Thought. The “Common Program of 
the Chinese People’s Political Consultative Conference,” 
which had played the role of the interim constitution 
when the People’s Republic of China was first founded, 
also had a provision on freedom of thought. Article 5 of 
the program said: “People of the People’s Republic of 
China enjoy freedoms of thought, speech, the press, 
assembly, association, correspondence, person, resi- 
dence, change of residence, religious belief, procession 
an demonstration.” However, after the 1954 Constitu- 
tion, freedom of thought is no longer available. There is 
only freedom of belief. This means religious belief, not 
any belief in any discipline or thought. 


The 1982 Constitution, the current one, follows this 
practice. It has similar wording in its Preamble. Also, it 
adds that “Under the leadership of the Communist Party 
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of China and the guidance of Marxism-Leninism and 
Mao Zedong Thought, the Chinese people of all nation- 
alities will continue to adhere to the people’s democratic 
dictatorship and follow the socialist road... and turn 
China into a socialist country with a high level of culture 
and democracy.” Some of China’s jurists have stated 
with certainty that “the four cardinal principles have 
been incorporated into the Constitution.” “The Pre- 
amble of the Constitution is legally binding,” they 
added. Whether or not this kind of practice of compel- 
ling people to legally accept the ideology runs counter to 
the principle of freedom of thought is something that we 
have to give thought to. 


3. On Freedoms of Speech, of the Press, and of Participa- 
tion in Fine Arts and Literary and Art Activities. All the 
versions of China’s Constitution stipulate that citizens 
enjoy the freedom of speech. However, Article 51 of the 
current Constitution stipulates that “The exercise by 
citizens Of the People’s Republic of China of their 
freedoms and rights may not infringe upon the interests 
of the state, of society and of the collective, or upon the 
lawful freedoms and rights of other citizens.” Due to the 
fact that as of now, there is no law of the press or law of 
publication which explicitly describes the scope of 
speech that is prohibited, and that Article 102 of the 
Criminal Law on crimes of carrying out counter- 
revolutionary propaganda and incitement is quite vague, 
citizens’ words can be considered as “those infringing 
upon the interests of the state, of society and of the 
collective,” and their freedoms of speech and of the press 
can be restricted or deprived at any time. Mass media 
such aS newspapers and magazines have always been 
regarded as the “party’s mouthpiece,” and the ban on 
newspapers and magazines run by people has not been 
lifted. It is difficult for political thought and speeches 
that differ from those of the ruling party and the govern- 
ment to get published, while writers of literary or aca- 
demic works under criticism often have no chance to 
defend themselves. All the information in newspapers, 
journals, and radio and television materials are carefully 
scrutinized. Books and journals from Hong Kong, 
Macao, Taiwan and overseas are strictly checked or 
sealed off when they go through the import procedure. 
Citizens’ rights to know things (also called the right to 
understanding things) is restricted to a great extent. 
People often have to rely on the study of news reports 
which “are exported for domestic circulation” to under- 
stand the true situation in China. 


No Law of Association Even At Present 


4. On Freedom of Association. All versions of China’s 
Constitution have stipulated that citizens enjoy freedom 
of association. However, there is no law of association 
even at present. The State Council had only promulgated 
the “Regulations for the Registration and Control of 
Mass Organizations.” “Association” in the Constitution 
means mass organizations, excluding any political party 
or any organization of a political nature. There is no 
“raw of Political Parties” in China. Laws have never 
stipulated whether or not it is legal to form other new 
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political parties. Actually the formation of any new 
political party is prohibited. The “Regulations for the 
Registration and Control of Mass Organizations” stipu- 
late that in forming a mass organization, citizens must 
register it with the department of civil affairs with 
approval. This provision places nearly all mass organi- 
zations under the control of the government. Leading 
members of such mass organizations are usually party or 
government officials or are appointed by the party or 
government leadership. Such mass organizations invari- 
ably become “official” or “semi-official.” Let us take the 
All-China Writers’ Association as an example. Although 
many members of the association are displeased with the 
leadership of the association, they have no rights to form 
another association. Workers’ activities to form a liberal 
trade union are also strictly forbidden in view of the 
lesson drawn from the Poland Solidarity Trade Union. 


5. On Freedoms of Residence and Change of Residence. 
China’s first “1954” Constitution had a provision in this 
connection, but such provision was deleted in the next 
three versions of the Constitution. China imposes strict 
restriction on shifting rural population to the urban 
areas. Rural residents are treated quite differently as 
compared with their counterparts in the urban areas. 
Freedom to leave and enter the country should be 
citizens’ inherent rights, but such freedom is severely 
restricted in China. 


6. On Freedom of Strike. The 1954 Constitution had nc 
provision on freedom of strike, but the 1975 and 197» 
versions of the Constitution had a provision in this 
connection. In his “Report on the Revision of the 
Constitution” made in January 1975, Zhang Chungiao 
said that “in accordance with Chairman Mao’s pro- 
posal,” the specification that citizens enjoy freedom to 
strike has been added to the Constitution. However, 
such freedom was once again deleted in the 1982 Con- 
stitution. A legalist who participated in drafting the 
Constitution at that time reasoned that “Workers are 
masters of the nation, and workers’ interests are in 
accord with those of the state. A strike would only 
infringe upon the interests of the workers and the state 
and undermine the national economy. In addition, a 
strike often affects social order and make things difficult 
for the people to work and live.” This is another example 
of asking the people to sacrifice their due rights for the 
interests of the state, of society and of the collective. 
However, tremendous changes had already taken place 
in the country at that time. The number of private and 
foreign-funded enterprises already accounted for a con- 
siderably larger percentage of the total number of enter- 
prises. Even if the aforementioned statement was reason- 
able at that time, it does not make sense now. 


Need To “Presume That the Defendant Is Innocent” 


7. On the Principle That “the Defendant Is Presumed 
Innocent.” Prior to 1959, many jurists in China advo- 
cated the principle that the defendant should be pre- 
sumed innocent. However, during the anti-rightist 
struggle such principle was branded as a bourgeois 
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theory which “is conducive to the defendant.” Many 
people received criticisms were thus classified as “right- 
ists.” The official view is that in investigating and trying 
cases, China’s judicial organs adhere to the principle of 
“taking facts as the basis and law as the criterion.” “They 
presume that criminal suspects are neither guilty nor 
innocent, and judgement should be passed on the basis 
of objective facts and in accordance with the law.” As a 
matter of fact, the principle of seeking truth from facts 
cannot replace the presumption that the defendant is 
innocent, because the crux of the problem is that what 
kind of legal status the defendant has before the facts are 
ascertained and a sentence is passed by the court. Here is 
a good example. On 31 March 1993, the FAZHI RIBAO 
carried an article: “Work in Handling the Aftermath of a 
Senior Middle School Girl Student’s Suicide Case in 
Zhuozhou City Is Still in Deadlock After Five Months,” 
and sponsored a discussion forum on this incident. What 
happened was that a 15 year old girl student, under a 
situation of having no concrete evidence against her, was 
subject to coercive interrogations several times a night. 
She was instructed to rummage through her bookcases 
and boxes and to expose the contents. Afterwards, she 
committed suicide. However, the school administration 
drew the conclusion that “There is no evidence to prove 
her larceny. Nor can we deny her larceny.” This incident 
completely substantiates the correctness and the neces- 
sity of the principle of presuming the defendant as 
innocent in protecting human rights. 


No One Supervises Enforcement of the Constitution 


8. On Supervising the Enforcement of the Constitution. 
The current constitution in China stipulates that the 
National People’s Congress and its standing committee 
are responsible for overseeing the enforcement of the 
Constitution. No particular organization is assigned to 
perform the job of enforcement. In essence, no one is 
supervising the enforcement of the Constitution, because 
one of the important supervisory tasks is to determine 
whether or not all laws and regulations are in accord with 
the Constitution. Apparently, the National People’s 
Congress and its standing committee cannot carry out 
the work of examining all the laws that they have passed. 
Due to the lack of a particular organization assigned to 
oversee the enforcement of the Constitution, citizens are 
unable to take legal proceedings against state organs and 
their leadership for violations of the Constitution. Are 
China’s laws and regulations for the protection of citi- 
zens’ rights as well as rules for the implementation of 
such laws and regulations in complete accord with the 
guidelines and the provisions of the Constitution? 
People are gravely concerned over this question. There- 
fore, it is necessary to set up an authoritative organiza- 
tion to insure that laws and regulations are in accord 
with the Constitution. 


In short, on the one hand, China has scored remarkable 
achievements in strengthening socialist democracy and 
the legal system, and in protecting citizens’ freedoms, 
and rights and interests, since the convocation of the 3d 
Plenary Session of the 11th CPC Central Committee, 
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while on the other hand, there are inadequacies, even 
serious inadequacies. In order to make improvements in 
this respect, we must continue to reform our political 
structu:c, further develop socialist democracy, and 
improve the socialist legal system. To work hard to 
improve China’s situation in human rights is not only 
indispensable in building a democratic, civilized and 
prosperous modern nation, but also essential in making 
valuable contributions to promoting progress for the 
whole mankind. (End of article; slightly abridged for 
TANG TAI) 


Mao’s Breakthroughs, Tragedies; Parts II, III 


94CMO0085A Beijing XVEXI YU YANJIU [STUDY 
AND RESEARCH] in Chinese 5, 15 Nov 93 


[Article by Lu Zhichao, edited by Liu Ying: “Mao 
Zedong’s Three Big Breakthroughs, Three Big Tragedies— 
The Centenary of the Birth of Mao Zedong”) 


[5 Nov 93 pp 10-12] 


[Text] Part 1l—The First Breakthrough and Tragedy: On 
the Issue of China's Approach to Construction 


There were many reasons behind the occurrence of this 
tragedy. The party's resolution on history and other 
documents have summarized the principles, and further 
study is certainly needed on the details. As far as Mao 
Zedong’s own thinking and understanding are con- 
cerned, the following two points should at least be given 
special attention. 


First, there were errors in assessment and a tendency 
toward rash advances in regard to China's effort to build 
socialism in terms of the historical starting point of the 
effort, the historical stage in which the effort was carried 
out, and the construction goals and speed involved in the 
effort. As discussed above, the understanding of 
socialism that the Communist Party of China, including 
Comrade Mao Zedong, had during the long period of 
struggle for democratic revolution was rather abstract, 
and it can be said that they were not fully prepared. One 
manifestation of such abstractness was that in regard to 
understanding Marxism, there was no sufficient under- 
standing of the fact that Marx's discussions of socialism 
were based on temporal and historical conditions totally 
different from those in China; another manifestation was 
the practice of making Soviet experience and realities the 
only basis, despite the fact that Stalin had not resolved 
the issue of integrating Marxism with Russian realities 
either and that he had rushed things and disregarded the 
limits imposed by the historical stage, whether in 
declaring the establishment of socialism or in 
announcing the outlines of features of socialism (includ- 
ing making those later comments on the transition to 
communism). In the early years of the PRC, Mao 
Zedong was still rather cautious in his assessment of the 
process of socialist construction in China. Later, because 
of the expeditious achievement of socialist transforma- 
tion and a lack of sober understanding of the masses’ 
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enthusiasm, his assessments of such things as the histor- 
ical stage in which China was situated and the goals and 
speed of socialist construction became increasingly 
divorced from reality. In 1955, efforts to fight conserva- 
tive tendencies were started, involving criticisms of 
“women with bound feet.” The efforts started in the area 
of forming agricultural cooperatives, and then were 
extended to the economic spheres including the spheres 
of industrial and agricultural production, transportation, 
and capital construction as well as the scientific, educa- 
tional, cultural and other spheres. It was demanded that 
there be persistent criticisms of right deviationist con- 
servative views on the scale and speed of construction. In 
the period between the making of the speech, “On the 
Ten Major Relationships,” and the Eighth CPC Con- 
gress, because of problems in actual economic construc- 
tion and resistance from many in the party leadership, he 
gave approval to rather realistic plans and measures, but 
was never happy about the activity of “opposing rash 
advances.” As discussed earlier, he made rnany creative 
breakthroughs on the issue of China’s approach to 
socialist construction in view of the lessons of the Soviet 
Union, but he did not do one thing, that is, to criticize 
Stalin's simplistic summarizing of the process of socialist 
construction, the summarizing which had been done too 
early. On the contrary, he believed that China’s 
approach to construction could lead to even faster devel- 
opment than achieved by the Soviet Union. At the 1957 
Moscow conference, he and Khrushchev already had 
disputes between themselves, but they were basically in 
agreement on the situation and speed of the develop- 
ment of socialism, that is, believing that the east wind 
was prevailing over the west wind and that socialist 
economic development could soon lead to catching up 
with and surpassing the West. Hence the criticism of the 
activity of “opposing rash advances” in early 1958 and 
the “Great Leap Forward” later. 


The “Great Leap Forward” was a rash advance based on 
disregarding the limits imposed by the historical stage in 
two aspects. The first was to propose struggle goals and 
development speed concerning economic development 
which were totally divorced from the realities in China, 
applying the phrase, “one day equals 20 years,” used by 
Marx to describe the time of revolution to the develop- 
ment of economic construction, material production, 
and cultural undertakings. The second was the attempt 
to establish production and distribution relationships 
and to change the look of society completely according to 
the principles of communism with respect to the rela- 
tions of production and even overall social development, 
disregarding the backwardness of China. This totally 
deviated from Marxism and was entirely divorced from 
the realities in China, becoming the root cause of all the 
errors on the issue of economic construction. 


Our country had previously been a large semicolonial, 
semifeudal country in the east, and was one era behind 
Capitalist societies with ripe preconditions for socialist 
revolution and construction, in terms of the development 
levels of the economy and social relationships. Even the 
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task of anti-imperialist, antifeudal democratic revolution 
which had involved the resolution of various social con- 
tradictions under ripe conditions had been completed only 
after long, tortuous, and hard struggle. In those years the 
insufficient understanding of the realities in China, of the 
historical stage in which China had been situated, and of 
the long-term and arduous nature of the revolution had 
resulted in the cause of revolution suffering great losses. 
Because of the absence of adequate economic conditions 
and social and cultural preconditions, the transition to 
socialism on the basis of the victory of democratic revolu- 
tion and socialist construction would inevitably go through 
a series of transitional stages and an even longer and more 
arduous process of struggle, as Lenin said. People of each 
generation, Marx said, can only create their own history 
under the definite material conditions created by their 
predecessors, people. he also said, can only propose tasks 
for which historical conditions are ripe. That ts, the 
development of the social productive forces and changes in 
the relations of production or in social relationships in 
general must all be based on definite conditions and laws. 
During the democratic revolution, Mao Zedong’s under- 
standing and handling of this issue was correct, and 
therefore he was able to lead the entire party and people in 
achieving victory step by step. However, after the victory 
of the democratic revolution, especially after the middie of 
the socialist transformation stage, he became increasingly 
unable to make sober assessments. “On the Ten Major 
Relationships” did contain some creative breakthroughs 
with respect to approaches to, and models of socialist 
construction. but still basically followed Stalin with respect 
to views on the historical stage of socialism or on criteria 
about socialist construction. As a result, under the theme 
of exploring China's approach to socialist construction 
lurked the danger of an even stronger tendency toward 
rash advances on the basis of disregarding the li.aits 
imposed by the historical stage. Thus, at the time of the 
“Great Leap Forward,” the series of correct policies and 
measures put forward in the period between “On the Ten 
Major Relationships” and the Eighth CPC Congress were 
completely changed. The “Great Leap Forward” was not 
only a manifestation of a simplistic and vulgarized under- 
standing of socialism and communism, but also a mani- 
festation of a lack of understanding of modern industrial 
society (that is, the entire stage of capitalism). It in fact 
reflected the mental state and limited horizon of the 
Chinese people who, living in a poor agricultural society, 
were anxious to change the existing state of affairs. This 
was exactly the reason why the “Great Leap Forward” was 
able to gather support from huge numbers of people in a 
short time and arouse tremendous, but very blind, enthu- 
siasm. In this sense, Peng Dehua: hit home when he used 
the phrase, “petty bourgeots fanaticism,” at the Lushan 
conference. As shown here, Mao Zedo: g's tragedy not only 
carried a personal flavor but also reflected characteristics 


of Chinese society. 


Second, he failed to achieve the transition from revolu- 


tionary movement (especially revolutionary war) to routine 
economic construction in respect to working methods, 


disregarding the laws of economics and one-sidedly 








emphasizing reliance on political mobilization and 
movement. The approach to socialist construction in 
China proposed in “On the Ten Major Relationships” 
represented breaking away from the Soviet Union's rigid 
model of construction (encompassing its development 
strategy and economic system); but there were more 
philosophical and political supporting arguments than 
economic supporting arguments. He did not take a 
position different from the Soviet model on a funda- 
mental point, that is, the failure to regard the economic 
development of society as an objective process which 
would function according to its own laws irrespective of 
any human wills, and to understand that even the most 
advanced people and the strongest power would only be 
able to exercise guidance on the basis of the conditions 
they enjoyed, but could not make designs and plans at 
will as if building a house. In discussing the relationships 
among agriculture, light industry, and heavy industry, he 
mainly discussed how to correctly adjust the distribution 
of investment in state plans; in discussing the relation- 
ships among the state, collectives, and individuals and 
between the center and the localities, he mainly dis- 
cussed how the central state power should correctly 
demarcate various powers and correctly distribute ben- 
efits among groups. This was necessary, but in fact still 
represented the way of thinking characteristic of a highly 
centralized planned economic model as the Soviet 
Union had. He correctly emphasized that it was neces- 
Sary to give great attention to agriculture and light 
industry, to pay attention to the interests of the localities, 
of various economic collectives, and of workers at large, 
and to arouse their enthusiasm. All this was basically in 
line with the objective demands of economic develop- 
ment. Such measures as delegating power and a series of 
“concurrent development” measures adopted for that 
reason were for the purpose of meeting those demands at 
the systems level (for instance, the effort to develop 
industry across the urban and rural areas nationwide 
through small-scale operations, the use of homegrown 
practices, and mass participation all failed together with 
the “Great Leap Forward,” but gave the peasants some 
preliminary education on spreading industrialization, 
thus the effort had a historical link to the widespread 
development of township enterprises today). These rep- 
resented fundamental differences with the Soviet 
system. However, on the whole, he was less inclined to 
consider analyzing things on the basis of economic 
conditions and the laws of economics and to exercise 
regulation and guidance through manipulating the eco- 
nomic system and economic policy. He was more 
inclined to rely on political mobilization and mass 
movement. Especially, later on, because of the above- 
mentioned assessments involving the disregarding of the 
limits imposed by the historical stage and the develop- 
ment demands which contributed to rash advances, he 
disregarded objective economic laws to an increasing 
extent, and one-sidedly emphasized stimulating people's 
subjective initiative through political mobilization, he 
even promoted the “Great Leap Forward” coercively 
through applying the pressures of political criticism and 
mass movement. 


POLITICAL 


JPRS-CAR-94-004 
13 January 1994 


Aside from disregarding the law that the social produc- 
tive forces should be developed gradually under the 
given material conditions and that the relations of pro- 
duction should suit the level and state of the productive 
forces, the most concentrated manifestation of the so- 
called disregarding of economic laws in the actual pro- 
cess was the disregarding of the law of value, the basic 
law of the commodity economy. For, under the condi- 
tion of low level productive forces in China, whatever 
form the relations of production take, people inevitably 
demand the use of the principle of equal exchange to 
govern the exchange of labor with other people or 
society, and do not tolerate the uncompensated appro- 
priation of their labor. The distorted public ownership 
system and egalitarian distribution based on disre- 
garding the limits imposed by the historical stage in 
existence at that time inevitably inhibited or even hurt 
the dispiay of workers’ enthusiasm and the development 
of the productive forces; and political agitation, however 
forceful, could only achieve temporary effects. Because 
of such a state of affairs, the economic system and policy 
of that time were often in contradiction and conflict with 
the demands of the law of value and the wishes of 
workers, and Mao Zedong held wavering and contradic- 
tory views of the law of value, sometimes accepting the 
idea and sometimes rejecting the idea. Mao Zedong 
made a series of contradictory statements on the law of 
value, but fundamentally he disregarded or even rejected 
the idea. During the high tide of the “Great Leap 
Forward” he expressed approval to the effort to oppose 
bourgeois rights, and gave approval to many practices 
such as levelling, transferring, and egalitarianism. How- 
ever, after he discovered that such practices had caused 
many difficulties in, and harm to economic !'fe_ and that 
Chen Boda and others were advocating the abolition of 
commodity production, he repeatedly stressed the roles 
of commodity production and the law of value. He 
criticized Stalin for setting the state and collective peas- 
ants against each other and for not daring to put means 
of production in the category of commodities, thereby 
being more advanced than Stalin, but he also criticized 
Stalin for talking about only economic relationships and 
material interests, but not making politics the com- 
manding matter, and for failing to promote communist 
elements, thereby going one step backward from Stalin. 
He understood Stalin's contradictory state of mind, 
saying that Stalin had had 30 years of experience, but 
had not found the way out and that as could been seen he 
(Stalin) had been dejected. In fact Mao Zedong was also 
very dejected in relation to this issue. On the one hand he 
said that there was no need to fear that the negative 
effects of commodity economy and the law of value 
would lead to the appearance of the ghost of capitalism, 
but in fact he feared this ghost of capitalism greatly and 
thus tried every means to suppress it, giving increasing 
emphasis to relying on the practice of making politics the 
commanding matter and on mass movement. All this 
made it impossible to adopt the approach of applying the 
law of value in the form of using multiple economic 
forms and measures to arouse the masses’ enthusiasm for 
production so as to promote the development of the 
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productive forces, and eliminated various possibilities of 
reforming the economic system on the basis of pro- 
ceeding from realities. 


Here we are only discussing how and why Mao Zedong 
turned from making creative breakthroughs into suf- 
fering tragic failures on the issue of China's approach to 
socialist construction, but are by no means arguing that 
there were no people with sober understandings of those 
issues within Chinese society and the CPC as well as its 
leadership. Whether among the cadres, masses, and 
intellectuals at large or within the party's leadership 
teams at various levels, there were many people who had 
rather sober understandings of the realities in China and 
the historical stage in which China was situated, and who 
put forward rather realistic views on the goals and speed 
of China’s economic development and on the balances 
that should be kept, believing that various impure eco- 
nomic forms should be tolerated under China's socialist 
economic system. Such correct views and ideas were also 
the reasons why Mao Zedong could outline a correct 
approach to construction when making the speech, “On 
the Ten Major Relationships,” in 1956, and why the 
Eighth CPC Congress was able to make correct deci- 
sions. For, at that time, inner-party democracy and the 
system of collective leadership were still in rather good 
shape; various ideas could all be put forward to be 
discussed so that they might complement each other. 
Nevertheless, after the start of the “Great Leap For- 
ward” in 1958, people became more or less hotheaded; 
in addition, Mao Zedong severely criticized the activity 
of “opposing rash advances,” and refused to listen to 
dissenting views, resulting in initial damages to inner- 
party democracy and the practice of collective leader- 
ship. This was an important reason. During and after the 
1959 Lushan conference, inner-party democracy and the 
practice of collective leadership were thoroughly 
destroyed. Any discussions of, or debates over, different 
views on economic construction became political strug- 
gies; as a result, there emerged autocratic and arbitrary 
decision making on important issues, and checking and 
balancing forces disappeared. All this further deepened 
Mao Zedong’s tragedy. It can be said that “On the Ten 
Major Relationships” and the Eighth CPC Congress 
were the crystallization of collective wisdom, and that 
the “Great Leap Forward” and the Lushan conference 
were the disastrous results of rejecting democracy and 
the practice of collective leadership. This is material 
covered by our next two topics. 


[15 Nov 93 pp 9-12] 


[Text] Part 11l—The Second Breakthrough and Tragedy: 
Concerning Contradictions Among the People and the 
“Policy of Letting a Hundred Flowers Bloom and Letting 
a Hundred Schools Contend” 

Socialism is not only an economic system. Socialism 1s a 
social system encompassing economic, political. cul- 
tural, and other systems and policies. Its central task 1s to 
promote the sustained and rapid growth of the produc- 
tive forces. At the same time, it should also enhance the 
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comprehensive construction of social relationships, 
enhance the construction of such things as democratic 
politics and spiritual civilization so as to ensure the 
healthy development of economic construction, improve 
the entire people’s material and cultural standards of 
living, and promote comprehensive social progress. 


Thus, while exploring the approach to socialist construc- 
tion in China, Mao Zedong also conducted bold explo- 
rations regarding the development of social relationships 
and the construction of democratic politics and science 
and culture under the conditions of socialism in China, 
and made creative breakthroughs. 


After leading the Chinese people in overthrowing the 
reactionary rule of imperialism, feudalism, and bureavu- 
cratic capitalism, the Communist Party of China estab- 
lished the state power of the people's democratic dicta- 
torship which was led by the working class and based on 
the alliance of workers and peasants. Relying on this 
State power, it extensively transformed social and eco- 
nomic relationships, and carned out economic and cul- 
tural construction in a comprehensive manner. During 
this process, it created many things, with the people's 
democratic dictatorship being just a creation based on 
integrating the Marxist theory of proletarian dictatorship 
with the concrete realities in China; and it also followed 
and referred to Soviet expernence in many areas. 


In 1956 and 1957 new situations and changes occurred 
at home and in the international environment, thereby 
prompting Mao Zedong to also think about new 


approaches to handling society, politics, scence and 
education, and cultural construction. 


The first was the change im the domestic situation. By 
1956, through a sernes of social transformation move- 
ments, not only had such remaining tasks of democratic 
revolution as land reform, suppressing counterrevolu- 
tionaries, and restoring the economy been completed, 
but with regard to the economic system, the socialist 
transformation of the relations of production, mainly the 
ownership system, had also been completed. Because of 
Six OF seven consecutive years of social transformation 
movements involving all the people. the social structure 
had undergone tremendous changes. The explorting 
classes esther had been basically eliminated as classes 
(the feudal landlord class and compradore bourgeorsic) 
or were in the process of being eliminated (the national 
bourgeorsie), workers, peasants, and intellectuals at large 
had been emancipated both politically and economr- 
cally, the productive forces of society had been liberated: 
the state power of the people's democracy had been 
consolidated, and China had achieved such national 
unity, solidarity among the people, and social stability as 
had not been seen for over 100 years. This indicated that 
the many years of large scale and tempestuous class 
Struggle between antagonistic classes had basically 
ended, and that class struggle was no longer the main 
contradiction in our society. At the same time, because 
the task of social transformation had not been entirely 
accomplished, because the old society had Ieft behind 
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various things still producing influences. and especially 
because China had a large population and was backward 
economically and culturally, vamous nonantagonistic 
contradictions among the people not only existed and 
emerged in large quantities, but had become even more 
prominent under the new situation. At that time there 
were such problems as the problem of different views on 
the campaign to eliminate counterrevolutionanes, land 
reform, and the socialist transformation of industry and 
commerce, the problem of different assessments of intel- 
lectuals’ thought reform, the problem of attuttude toward 
agricultural cooperatives, the problems of students” 
enrolling in schools of higher levels and the placement of 
graduates, the problem of workers’ wages anc benefits. 
the problem of differences im the lives of workers and 
peasants, and the problem of party and government 
workers’ growing tendency to seek personal fame and 
interests, being divorced from the masses, and commit- 
ting the mistake of having a bureaucratic way of doing 
things. In serous cases. there were such manifestations 


parties and nonparty figures had also expressed various 
views. All those problems manifested themselves 
directly or indirectly in the form of contradictions 
between the leader and the led, that is, contradictions 
between the ruling Communist Party and its cadres on 
the one hand and the masses of the people of all sectors 
and strata who were being led on the other. Such a 
situation shattered people's previously held simplrstic 
understanding of socialism—the naive illusions based on 
a belief that all difficulties would be resolved as soon as 
would be an ideal realm with no contradictions. thereby 
confronting people with the question of how to under- 
stand the new situations and state of affairs. 


The contradictions discussed above were mostly contra- 
dictions about economic interests of vanous groups of 
people amidst social change. At the same time such 
social changes and changes in interest relationships also 
manifested themselves in people's thinking and ide- 
ology, mainly in the form of different views held by 


issues; such different views in turn manifested them- 
selves in the form of differences, discussions, and 
debates concerning political views, academic views, and 
artistic styles in the scsentific. educational, and cultural 
spheres. 


The second was the impact of the international environ- 
ment, mainly the impact of the changes in the Soviet 
Union. The 20th CPSU Congress revealed a great deal of 
problems in the history of several decades of proletanan 
dictatorship in the Soviet Union. Firstly, there had been 
abnormal phenomena in inner-party and social struggles. 
highly developed practices of personality cult and auto- 
cratic and arbitrary rule, cruel factional fighting. and the 
excessive expansion of the campaign to eliminate coun- 
terrevolutionaries, secondly, there had been ideological 
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and theoretical dogmatism, arbitrary decisionmaking in. 
and the dogmatic control of the scientific, cultural, art. 
and other ideological spheres, and the practice of using 
administrative or even dictatonal means to suppress 
debates among different views and to mhuibit the cxpres- 
sion of different schools and styles. All those policies and 
measures had been adopted under the cover of the 
pseudo theoretical principles that in socialist socecty the 
relations of production had been in “complete congru- 
ence” with the productive forces and that the “politcal 
and moral unanimity” of Soviet society had been the 
motive force for social development. While the words of 
congruence and unanimity had been used publicly in an 


the new situation of socialism had been rejected. in 
practice very crude methods had been used to resolve 
those contradictions. As a result, vanous social contra- 
dictions had become ever more senous and numerous. 
and exploded in a powerful manner at the opportur:ty 
provided by the vigorous effort to expose Stalin at the 
20th CPSU Congress. In addition, there were contradic- 
tons among the people as well as contradsctions between 
ourselves and the enemy. contradictions within and 
between the Soviet Union and East European countres. 
internal contradictions im those countnes, and the 
impact of Western countries’ infiltration efforts. All 


Union Stalin's metaghysice still had grefeund infucace 
At the same time, 1 also reminded and prompted the 
Chinese Communists, first of all Mao Zedong. who had 


kinerial cxgeicase of pruktasen Gctstentip, and 


and repeated conuderatons by icaders of the party. Mao 
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Zedong gradually formed two important ideas: The double- 
hundred policy and contradictions among the people. 


This issue and the issue of China’s approach to socialist 
construction were considered almost at the same time. 
When delivering the speech, “On the Ten Major Rela- 
tionships,” Mao Zedong also expressed many thoughts 
on political, social, ideological, cultural, and other issues, 
in addition to issues relating to economic construction. 
The many discussions of the relationship between revo- 
lution and counterrevolution, the relationship between 
right and wrong, and the relationship between the party 
and those outside the party as well as the discussions of 
learning from all nationalities and countries and of the 
need to adopt an analytical attitude toward the Soviet 
experience and Stalin’s mistakes conducted under the 
topic of the relationship between China and foreign 
countries all involved the double-hundred policy and the 
issue of contradictions among the people. Although no 
clear and concise principles had been worked out, it 
could be seen that those important ideas were in the 
process of being considered and formed. When the 
center discussed “On the Ten Major Relationships,” 
Mao Zedong proposed that “letting a hundred flowers 
bloom and letting a hundred schools contend” be made 
our policy. Not only was this policy put forward, but 
lively explanations of the policy were also made in view 
of the state of affairs in the academic and cultural 
communities, especially in view of the impact of dog- 
matic Soviet practices in our country. Also, the policy 
was expounded systematically through the article by Lu 
Dingyi, director of the CPC Central Propaganda Depart- 
ment. In view of the mistakes of “Left’’ dogmatism 
which suppressed the freedom of thought in the scientific 
and cultural spheres, the idea of “letting a hundred 
flowers bloom and letting a hundred schools contend” 
advocated the freedom of independent thinking, the 
freedom of debate, the freedoms of creation and criti- 
cism, and the freedoms to express one’s own views and 
to hold on to and maintain one’s own views, and so on. 
Thus, as soon as it was proposed, it was inevitably linked 
inseparably to the concept of contradictions among the 
people and to the idea of differentiating between two 
types of contradictions. Whether at that time or at 
present, people should not expect a proletarian 
statesman to allow absolute freedom for all without any 
distinctions and limitations. We ourselves and the 
enemy must be clearly differentiated from each other 
politically, and there must be freedom among the people; 
this proposition should be the inevitable conclusion. In 
the second half of 1956, the Polish and Hungarian 
incidents took place in succession; such complex situa- 
tions occurring under the socialist system prompted Mao 
Zedong to give more attention to the issues of contradic- 
tions among the people and of differentiating between 
the two types of contradictions. His “Letter to Huang 
Yanpei,” and the article “More on the Historical Expe- 
rience of Proletarian Dictatorship,” written under his 
guidance, both clearly put forward the concept of con- 
tradictions among the people, asserting the need to 
clearly differentiate between the nature of contradictions 
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between ourselves and the enemy and the nature of 
contradictions among the people as well as the need to 
use different methods to resolve the different contradic- 
tions. In February 1957, Mao Zedong made the impor- 
tant speech, “On the Correct Handling of Contradictions 
Among the People,” at the Supreme Conference on State 
Affairs, systematically expounding 2 series of theoretical 
and policy issues concerning contradictions among the 
people and the differentiation between the two types of 
social contradictions, while putting the “double-hundred 
policy” in the category of things involving the correct 
handling of contradictions among the people. 


As should be pointed out, despite the serious mistakes 
and detours later in the process of implementation, the 
putting forward of the two ideas of the “double-hundred 
policy” and of contradictions among the people has had 
long-term significance to shattering the traditional rigid 
understanding of socialist society and to the establish- 
ment of scientific theory and guiding policy based on 
realities with regard to the issue of how the political, 
ideological, and cultural spheres should promote 
socialist construction. 


There has been a great deal of summarizing and 
expounding of the ideas of the double-hundred policy 
and contradictions among the people proposed by Mao 
Zedong. As far as the scientific understanding of socialist 
society is concerned, as least the following several points 
are creative and of strategic significance. 


First, the concept of contradictions among the people 
and the correct handling of contradictions among the 
people have become the main themes of political life in 
the country. Mao Zedong said that contradictions among 
the people were not a new issue, but had been given less 
attention than now because of the acuteness of the 
struggle between ourselves and the enemy in the past. He 
based his views on historical development, changes in 
the situation, and the Marxist principle that the cause of 
the proletariat must rely on the broad masses of the 
people and must practice democracy. Actually the put- 
ting forward of this concept represented a new under- 
standing of socialist society and further development of 
the theory of proletarian dictatorship (assuming the form 
of the people’s democratic dictatorship in our country). 
On the one hand, he not only analyzed the various 
manifestations of contradictions among the people after 
the establishment of the socialist system in a preliminary 
manner in our country, but also made analyses based on 
principles of dialectical materialism and historical mate- 
rialism; that is, the law of the unity of opposites and 
principles on basic contradictions in society, to support 
the argument about the root cause of the inevitably 
prolonged existence of such nonantagonistic contradic- 
tions among the people, thereby revealing the funda- 
mental method for observing socialism (and even com- 
munism in the future). On the other hand, he further 
developed the ideas contained in the article, “On the 
People’s Democratic Dictatorship,” that is, holding that 
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the people’s democratic dictatorship was the combina- 
tion of democracy for the people and dictatorship over 
the reactionaries; especially, drawing on lessons of the 
Soviet Union, he emphasized that practicing democracy 
for the people had become an increasingly widespread 
and prominent problem confronting the people’s demo- 
cratic dictatorship, and the main theme of the country’s 
political life. This idea and another very important idea 
emerged and were formed at the same time. That is, after 
the establishment of the socialist system in a preliminary 
way, Our country faced the transitions from class struggle 
to the struggle against nature, from revolution to con- 
struction, and from the revolutions in the past to tech- 
nological and cultural revolutions. Since class struggle 
was no longer the main contradiction and since eco- 
nomic construction had become the focus of the party’s 
and the state’s work, functions relating to democracy, 
such as using democratic means to resolve various con- 
tradictions among the people as well as unifying the 
people’s interest and will, consolidating the unity among 
the people and the unity of the country, and arousing the 
entire people’s enthusiasm for working hard to build 
socialism through the system of democratic centralism 
had naturally become the main functions of the state 
power of the people’s democratic dictatorship. 


The second concerned the method for correctly handling 
contradictions among the people, the method of unity- 
criticism-unity. This was the natural extension of the 
preceding issue. As the nature of contradictions among 
the people and the nature of contradictions between 
ourselves and the enemy were different, the methods of 
handling were also different. In the process of exercising 
leadership over revolutionary wars and revolutionary 
base areas, the Communist Party of China not only 
accumulated rich experience with respect to the struggle 
against the enemy, but also accumulated rich experience 
with respect to the handling of inner-party contradic- 
tions, internal contradictions within the revolutionary 
army and ranks, and contradictions between groups of 
people in the base areas, thereby producing the method 
of unity-criticism-unity. After the nationwide victory, 
the use of the method had been spread across society so 
as to handle contradictions among the people at large. 
After putting forward the concept of contradictions 
among the people, Mao Zedong systematically summa- 
rized and explained the method in view of the new 
situations and experience (including foreign experience 
and lessons). 


The third concerned the “double-hundred policy” in the 
ideological and cultural spheres. The policy of “letting a 
hundred flowers bloom and letting a hundred schools 
contend” was proposed earlier than the issue of contra- 
dictions among the people was raised, and was later 
included in the general subject of correctly handling 
contradictions among the people, becoming an impor- 
tant component of the subject. Specifically, this policy 
advocated letting a hundred flowers bloom in the sphere 
of arts and letting a hundred schools contend in the 
scientific sphere, and was a policy of promoting socialist 
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scientific and cultural prosperity. But its significance was 
more extensive and profound, involving the issue of how 
the ruling Communist Party should give play to Marx- 
ism’s guiding role so as to exercise leadership over the 
ideological sphere and even involving the issue of what 
methods the Communist Party should use to lead the 
country. This policy included allowing and guaranteeing 
ideological and political freedoms and rights enjoyed by 
the people at large, advocating independent thinking, 
free expression, the freedoms to engage in scientific, 
literary, and artistic creation and in criticism, discus- 
sion, and debate. Thus, people could pursue the truth 
and develop science and culture amid contending and 
competition, thereby continuously forming ideological 
unity based on socialist and Marxist principles. This 
policy also included the adoption of the method of 
developing Marxism, defeating erroneous things, and 
overcoming the impact of various erroneous and reac- 
tionary ideas on the people through comparisons, com- 
petitions, and struggles between the true, good, and 
beautiful and the false, evil, and ugly as well as through 
discussion, criticism, and reasoning. This policy was 
different from Stalin’s crude dogmatic policy, practiced 
in the Soviet Union, of exercising ideological and polit- 
ical control through administrative coercive means. That 
method not only could not improve and unify the 
people’s thinking, but would also inevitably lead to the 
gradual loss of the right over leadership amid the super- 
ficial strengthening of control; as a result, hidden behind 
the facade of formal unanimity would be markets where 
various fallacious ideas would spread. Thus, Mao 
Zedong believed that the “double-hundred policy” 
should be a fundamental as well as long-term policy, but 
not a temporary policy. He reduced the issue of whether 
to adhere to the “double-hundred policy” to the issue of 
whether to have “loosening” or “tightening.” He said 
that there could be two different methods, or policies, for 
leading our country, that is, loosening and tightening. 
One of the two policies, loosening and tightening, must 
be selected. We adopted the policy of loosening because 
that was a policy conducive to the consolidation and 
cultural development of our country. Of course, com- 
pared with the past situation in the Soviet Union when 
the crude and simplistic method was used, the use of the 
policy of loosening would make it more difficult and 
complicated to exercise the leadership of the Communist 
Party, to carry out guidance based on Marxism, and to 
manage the state, but would be an effective way to 
resolve contradictions and enhance leadership. 


The fourth concerned the matter of long-term coexist- 
ence and mutual supervision. This policy was proposed, 
under the new situation, to handle the relationships 
between the parties formed in the history of our country. 
This policy was also put forward earlier than the idea of 
contradictions among the people, and can be said to have 
represented an important aspect of the process of con- 
sidering and forming the concept of contradictions 
among the people. For, the relationships between the 
Communist Party of China and the democratic parties as 
well as the relationships between the different classes 
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and strata that they represented respectively were all in 
the category of things involving contradictions among 
the people. In 1956, after the basic completion of 
socialist transformation, there occurred the issue of 
whether there should be the continued existence of the 
many democratic parties which, formed during the War 
of Resistance Against Japan and the struggle against 
Chiang Kai-shek and composed of mainly members of 
the national bourgeoisie and intellectuals of the national 
bourgeoisie, had cooperated with the CPC for a long 
time. At that moment, on behalf of the CPC Central 
Committee, Mao Zedong put forward the policy of 
“long-term coexistence and mutual supervision.” In “On 
the Ten Major Relationships,” he said: Is it better to 
have one party or several parties? It now seems that it is 
better to have several parties. Not only was such the case 
in the past, but such can also be the case in the future, 
that is, long-term coexistence and mutual supervision. In 
the 1957 speech on contradictions among the people, he 
further explained that like a person a party needed to 
hear different opinions. In addition to accepting the 
supervision by the working people and the masses of 
party members on the basis of considering those people 
to be the main source of supervision, the Communist 
Party of China, as the leadership force of our country, 
should also be supervised by the democratic parties. Of 
course, such supervision should be mutual supervision, 
that is, that parties should make suggestions to each 
other and criticize each other and should use the method 
of combining unity and struggle, the method of unity- 
criticism-unity, to resolve contradictions between them, 
so as to achieve unity based on socialism and to arouse 
enthusiasm on the part of all sectors, thereby serving 
socialism. The putting forward of this policy marked the 
beginning of the forming of a party system with Chinese 
characteristics. This policy was also different from the 
Soviet Union’s policy, and has been proven to be better 
for the party, the people, and socialism in later years. 


The final, and also the most important point concerned 
the goals and ideas with regard to the political scene in 
socialist society. In proposing such theories and policies 
as those concerning contradictions among the people 
and the double-hundred policy, Mao Zedong paid great 
attention to dialectics. He once said that China should be 
a country where dialectics would develop. The series of 
policies proposed by him at that time were proposed 
mainly in view of Stalin’s erroneous practices which had 
been exposed in a preliminary way and in view of the 
Soviet Union’s ideological and cultural policies and 
political system which had been highly ceniralized, rigid, 
despotic, and lacking in democracy and freedom. Con- 
sequently the focus was put on emphasizing handling 
well contradictions among the people, emphasizing the 
development of the people’s democracy, protecting the 
people’s freedoms and rights, and making the party and 
state lively and vibrant. He hoped that China’s socialism 
would not be rigid, inflexible, and frightening as in the 
case of the Soviet Union, and hoped that through the 
implementation of the series of policies mentioned 
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above, literature and art as well as science and tech- 
nology would be prosperous and developed, that the 
party would always maintain its vitality, and that the 
people’s cause would be prosperous. But he did not 
forget the other side of the matter. Although contradic- 
tions among the people had emerged in large quantities 
and had become the main theme of the country’s polit- 
ical life, contradictions between ourselves and the enemy 
still existed, ideas and forces opposed to the CPC's 
leadership and socialism still existed, and thus the dic- 
tatorship function of the state power of the people’s 
democratic dictatorship had not lost its role, as the new 
China had been established not long ago. Although it was 
necessary to advocate and protect the people's ideolog- 
ical and political freedoms and to develop democracy 
among the people, China which was so large could not 
exist without discipline or without centralization and 
unity. Although various ideas and political views and 
various academic schools and artistic styles could all 
manifest themselves and could all “bloom” and “con- 
tend,” Marxist guidance and education should not be 
relaxed and the leadership role of Marxism must be 
maintained. There were many such discussions. The 
most concentrated discussion was his following state- 
ment made in July 1957: “Our goal is to build a lively 
political situation where there are both centralization 
and democracy, both discipline and freedom, and both 
unified wills and the ease of mind on the part of 
individuals, so as to facilitate socialist revolution and 
socialist construction, to make it easier to overcome 
difficulties, to build up China’s modern industry and 
modern agriculture more quickly, and to make the party 
and state strengthened and more able to stand turbulence 
and storms.” 


All this, from the relevant theories and general and specific 
policies to the political situation which would be created 
through the implementation of those theories and general 
and specific policies, that is, the target states of affairs of 
the social, political, ideological, cultural, and other spheres 
of the new socialist society that we wanted to build, 
provided an encouraging direction and blueprint. 


Public Sector To Remain ‘Predominant’ 


94CM0076A Beijing ZHENLI DE ZHUIQIU [PURSUIT 
OF TRUTH] in Chinese No 11, 11 Nov 93 pp 15-17 


[Article by Shi Zhonglai: “On Theory of Predominance” — 
Predominant Role of Public Ownership in Socialism Will 
Not Waver] 


[Text] Right now, people in various localities throughout 
the country are earnestly implementing the guidelines 
laid down by the 14th National CPC Congress, and 
enthusiastically establishing and developing the socialist 
market economic system by deepening reform and 
boldly making explorations. There is an important pre- 
requisite in establishing the socialist market economic 
system. That is to persistently uphold the predominant 
role of the socialist public ownership system. In his 
report delivered at the 14th National CPC Congress, 
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Comrade Jiang Zemin explicitly pointed out: “The 
socialist market economy is a component part of the 
basic system of socialism. So far as the ownership 
structure is concerned, for a long time to come we should 
allow diverse sectors of the economy to develop side by 
side. The public sector, which includes enterprises 
owned by collectives, is to remain predominant, with the 
private sector, which includes individually owned and 
foreign-owned enterprises, as a supplement.” 


Right now, naturally very few people would openly 
oppose the predominant role of the public ownership 
system. However, there are also people who adopt var- 
ious forms to covertly or overtly express their different 
views on this issue. If we act in accordance with these 
views, we would either make the predominant role of the 
public ownership system totally vanish, or change it into 
something that only exists in name but not in essence. 
The so-called “‘theory of predominance” is one of these 
views. 


Those who advocate the “theory of predominance” have 
said: To let the public ownership system play the pre- 
dominant role does not mean that the socialist public 
ownership system must play a predominant role in 
quantity and in production value in the national 
economy. The predominant role in terms of “quantity” 
is a “burden and encumbrance” which should be dis- 
carded and changed into a “predominant role of a 
guidance nature.”” What is a “predominant role of a 
guidance nature’’? That is, it is only necessary to main- 
tain the public ownership system in a limited number of 
“non-competitive basic industries.” It share should be 
lowered to 10 to 20 percent. It should not exceed a 
maximum share of 30 percent. The large portion of the 
remaining industries must be left to the non-public 
economical sector. It is said that by managing this 
limited number of “‘non-competitive industries” well, it 
would be able to “guide” the whole national economy to 
forge ahead. “Although it is small in size, it functions 
efficiently.” Therefore, it is called the ‘theory of pre- 
dominance.” Can we agree with this kind of view? 


Any thing or event, either a natural phenomenon or a 
social phenomenon, must have a definite quantity to be 
its carrier. Without a definite quantity, there will be no 
definite quality. To have a definite quality, we must have 
definite quantity. Quantitative changes of a thing have 
their limits. If quantitative changes exceed their limits, 
the quality of the thing or event will change. This thing 
will become something else. Let us take water as an 
example. It is a transparent liquid composed of two 
hydrogen atoms and one oxygen atom. Under standard 
atmospheric pressure, water will become ice when its 
temperature reaches zero degree Centigrade. It will start 
to boil and become steam, when its temperature reaches 
100 degrees Centigrade. That is to say that quantity and 
quality are conditional and interchangeable. Both quan- 
tity and quality have their own limits. “When quality 
reaches its limits, it becomes quantity.” “Pure quantita- 
tive changes may also become qualitative changes.” 
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Social phenomenon is of no exception. In a capitalist 
society, there not only exists the capitalist ownership 
system, there also exists the individual ownership 
system, the capitalist cooperative system and so on. 
However, the main basic means of production is in the 
hands of the bourgeoisie. A large number of labor forces 
are commodities, and the capitalist relations of produc- 
tion become the “light which illuminates everywhere.” 
This society is exactly the capitalist society. To replace 
the capitalist system with the socialist system, the most 
important sign is that the proletariat must seize the 
political power and that workers hold the capitalists’ 
means of production in their own hands, and establish 
the system of ownership of means of production. One of 
the basic special features of socialism with Chinese 
characteristics is to make the public ownership system of 
means of production the predominant and the other 
economic sectors a supplement. Without the predomi- 
nant role of the public ownership system of means of 
production, there will be no socialism with Chinese 
characteristics. This is simple and sound reasoning. 
Naturally, in the course of building socialism, it is 
difficult to define the share of the public ownership 
system and the share of the non-public ownership system 
in the different stages of development of the productive 
forces. However, as far as the whole country is con- 
cerned, if the share of the public ownership system drops 
to the extent that it no longer plays the predominant role, 
is not strong enough to restrain or decide the develop- 
ment of the whole national economy, and its status as the 
economic foundation of the socialist system is shaken, 
while the share of the non-public ownership system rises 
to the extent that it may greatly affect or even overpower 
the public ownership system, can it still be said that the 
predominant role of the public ownership system is 
being maintained? No matter what kind of high- 
sounding names such as “guidance nature” or “‘qualita- 
tive type” are bestowed upon the public ownership 
system, the answer is self-evident. 


It also makes people feel doubtful if it is said that the 
public economic sector will be able to play a “guidance” 
role if it is limited to control a small number of “non- 
competitive basic industries."’ People realize that 
according to labor sequence and degree of processing, 
industries can be divided into infrastructural facilities, 
basic industries and the processing industry. Once again 
the processing industry can be divided into rough (pri- 
mary) finishing and precision (fine) finishing. Infrastruc- 
tural facilities and basic industries are important indus- 
trial sectors which play a basic role in the development of 
the national economy. Without the development of 
infrastructural facilities and basic industries, the devel- 
opment of the processing industry and the entire 
national economy is out of question. Particularly the 
energy industry, the raw and semi-finished product 
industry and the communications and transportation 
industries are bottlenecking economic development. It 
was precisely for this reason that as soon as we had the 
political power in our hands, we confiscated the basic 
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industries with the capital of imperialists and Kuom- 
intang bureaucrat-capitalists, and turned them into state 
properties. During the 40 some years after the building 
of New China, we have once again amassed a large 
amount of manpower and material and financial 
resources, and invested hundreds of billions of yuan to 
build and develop, batches after batches, infrastructural 
facilities, basic industries and major engineering projects 
which have laid a solid material foundation for socialist 
construction and played a significant role in the devel- 
opment of the national economy. However, as seen from 
the entire national economy, infrastructural facilities 
and basic industries only provide a part of the material 
foundation. It is impossible to develop the national 
economy without a decent processing industry in high 
technology even if there are infrastructural facilities and 
basic industries, because these facilities and industries 
are unable to provide the finished products. People can 
neither eat nor wear them. Separating basic industries 
from the processing industry is just like developing the 
processing industry without basic industries. The 
national economy will become a deformed lame duck. In 
addition, the development of today’s productive forces 
and science and technology are, to a great extent, mani- 
fested in the processing industry. We cannot develop 
basic industries if our technology in the processing 
industry is backward. It is necessary to bring into full 
play the predominant role of the public ownership 
system not only in the development of infrastructural 
facilities and basic industries, but also in the develop- 
ment of the major processing industry. Let us ask this 
question: Would it work if we let the public economic 
sector withdraw from all key departments in machine 
building industry, electronics industry, astronautics 
industry, chemical industry and other industries of high 
technology and let the non-public economic sector fill in 
its vacancies? It would not work even in the light and 
textile industries, let alone the major industries men- 
tioned before. The development of light and textile 
industries directly affects people’s livelihood and the 
state accumulation. Right now the overwhelming 
majority of state-run large and medium-sized enterprises 
which account for a large portion of China’s light and 
textile industries are running well. Their varieties of 
designs, colors, quality and even management are better 
than the small enterprises of the non-public economic 
sector. In this connection, the state-owned enterprises 
are playing an exemplary and guiding role. The original 
management system of state-owned enterprises are full 
of problems. It must be reformed; its technology 
upgraded, and its structure readjusted. Other economic 
sectors must also be allowed and encouraged to develop 
themselves. However, is there any good reason why we 
should bring about economic changes and replace the 
public economic sector with the non-public economic 
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sector? Right now, basic industries account for approxi- 
mately 28 percent of China’s total industrial output 
value, while the processing industry about 39 percent. If 
we change the public economic sector which account for 
39 percent of the output value into non-public economic 
sector and if the public economic sector is only allowed 
to develop “non-competitive” basic industries in accor- 
dance with the views of those who advocate the “theory 
of predominance,” what portion will be left over for the 
public economic sector to develop? (What does it mean 
by “non-competitive” anyway? Under the conditions of 
the market economy, what sector of the economy is 
““non-competitive”?) 


Important special features of infrastructural facilities 
and basic industries are large investments, long construc- 
tion cycle, slow investment returns, high labor intensity 
for workers, and small profits. These features are more 
conspicuous in “non-competitive” basic industries. 
However, things are reversed in the processing industry. 
Right now, many departments in China’s basic indus- 
tries have yielded low economic results. Several trades 
suffered losses continuously for many years. Perhaps 
such losses can be attributed to the special features 
mentioned before. Another reason for the losses is the 
excessively low price which is even below the production 
cost. The public ownership system cannot be blamed for 
the low price. It is not caused by poor enterprise man- 
agement. It is mainly because of an unreasonable pricing 
structure. An enterprise has no authority to fix the price. 
When the price is being determined, it is necessary to 
take into consideration the needs of the macro-economic 
control and the abilities of all sectors to take the burden. 
In other words, these lines of business offer lower prices 
and suffer losses, because they often take the overall 
national economy into consideration, sacrifice their own 
interests, shift a part of “economic results” to the private 
enterprises, “‘Sino-foreign joint ventures, cooperative 
and solely foreign-funded enterprises” and individually 
owned enterprises which use infrastructural facilities 
and the products of basic industries when they sell their 
products at lower prices or even profit-free to the pro- 
cessing industry or other departments. This kind of 
situation reflects the role of state-run enterprises and the 
macro-economic control. However, can we go on like 
this forever? What would be the result if we continue 
acting in such a way? Why should we let the public 
economic sector engage in trades that make small or 
almost no profit or even suffer losses, while allowing the 
non-public economic sector handle those trades which 
are able to sell their products at higher prices, and reap 
larger profits with little investments and a quicker turn- 
over rate of capital funds? What kind of role would the 
socialist public ownership system play? Is there a need 
for us to let the state-run enterprises forever take the 
blame of “operating with low economic efficiency”’ while 
covertly shifting their large amount of profits to others? 
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Party Construction Must Meet Demands of Market 


94CM0070A Shanghai SHEHUI KEXUE [SOCIAL 
SCIENCES] in Chinese No 11, 15 Nov 93 pp 24-27 


{Article by Wu Qingping, affiliated with the policy 
research office of the CPC Yueyang Municipal Committee, 
edited by Xi Ling: “The General Political Demands of the 
Market Economy and Party Construction’’] 


[Text] We must study the issue of doing a good job of 
Carrying out party construction under the situation char- 
acterized by the development of a socialist market 
economy in view of the general political demands of the 
market economy. 


I. Party Construction Must Meet General Political 
Demands of Market Economy 


According to Marxism, politics is a concentrated mani- 
festation of economics. The market economy is a social 
system which is based on the unity of economics and 
politics. The self-construction of our party, as the polit- 
ical group exercising leadership over the development of 
a socialist market economy, must certainly meet the 
general demands of the market economy. If we reject the 
idea that party construction must meet the general 
demands of the market economy, we will not be able to 
truly do a good job of carrying out party construction, 
nor can we develop a true market economy, reaping the 
victory of reaching a socialist market economy. 


As a creation in human history, the politics of a socialist 
market economy does not have a ready-made model to 
follow; on the other hand, over the several hundred years 
since it was born, the market economy has acquired a 
rather mature form of politics and accumulated rich 
political achievements. With regard to the questions of 
how to discover the general political demands of the 
market economy through examining the varied and 
complex political phenomena of market economy coun- 
tries, and of how to consult and draw on what is 
discovered in view of the actual situation regarding the 
construction of our party, I believe that emphasis should 
be given to grasping three key points. 


First, we must discover the general political demands of 
the market economy through examining particular situa- 
tions. Mao Zedong has pointed out: “In terms of the 
order of its movement, human knowledge always grows 
by changing gradually from being knowledge about indi- 
vidual and particular things into being knowledge about 
general things.” (Footnote 1: Mao Zedong Xuanji, p 285) 
Whether in analyzing the general political demands of 
the market economy or in exploring the ways to enhance 
party construction in view of such demands, it is always 
necessary to persist in achieving knowledge about the 
particular before achieving knowledge about the general. 
This requires us to clearly understand the situations and 
political characteristics of the market economy countries 
and to analyze the development tracks of those coun- 
tries’ market economies as well as their political experi- 
ences and lessons, so as to derive the general political 
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demands of the market economy. Such general demands 
should be considered to represent the essential elements 
and a rough outline of the rich political practice of each 
country. The general political demands of the market 
economy to be discussed below include the three ele- 
ments of “the rule of law, democracy, and checks and 
balances,” which represent just the rough summarizing 
of the common elements of the politics of the developed 
market-economy countries. 


Second, we must persist in being creative. Being creative 
represents the spirit of the era of opening up and 
competition. If party construction is to meet the general 
demands of the market economy, we must try hard to be 
creative, rather than simply copying the specific political 
form of a particular country. To try hard to be creative, 
we must have a master spirit characterized by a high 
sense of responsibility to the party and the people, 
handling “traditional” things in a scientific way. On the 
one hand we must realize that we have many fine 
traditions which still need to be carried forward and 
developed under the new situation; on the other hand we 
must also realize that under the condition of the market 
economy party construction we cannot rely on traditions 
alone, and that we must dare to think, dare to break a 
new path, and dare to take risks. On an overall level, we 
must regard “the three benefits,” a notion proposed by 
Deng Xiaoping, as the goal of creative efforts; we must 
make bold designs, carry out bold practical activities, 
and make timely adjustments on the basis of being 
guided by that goal, so as to ensure that there are new 
breakthroughs and improvements in party construction. 


Third, we must persist in gradually implementing things. 
Making party construction meet the general demands of 
the market economy is a major reform, and the relevant 
process involves various spheres. Therefore, we must 
overcome impatience and proceed with this work in a 
step-by-step manner. We must formulate work plans in a 
scientific way, and do a good job of managing the reform 
trial points. We must make a greater use of modern 
communication means in the effort to spread informa- 
tion about reforms to various places around the country. 


II. Do a Good Job of Carrying Out the Party’s System 
Construction in Accordance With the Demands of the 


Legal System 


The market economy is an economy based on a legal 
system. Under a market economy, the productive forces 
are greatly liberated, people’s enthusiasm and creative- 
ness have greatly increased, and competition in society is 
especially fierce. To ensure equal competition and 
overall efficiency and to prevent encroachments upon 
other people’s rights, we must impose norms on people’s 
conduct through establishing and maintaining social 
contract relationships. 


For a long time we have failed to give sufficient emphasis 
to legal system work. Party construction has mainly 
consisted of ideological construction, while system con- 
struction has been neglected. As should be pointed out, 














JPRS-CAR-94-004 
13 January 1994 


the party’s ideological construction led to tremendous 
achievements in the war years and in the early period of 
the PRC, as well as many achievements after the start of 
reform and opening up. For instance, activities such as 
the large-scale discussion of the criteria of truth in 1978 
and the emancipating thinking movement of recent years 
surrounding Deng Xiaoping’s speech on “three benefits” 
played a very large role in educating, uniting, and 
improving the whole party. However, the attempt at 
mainly relying on ideological construction without car- 
rying out system construction is unlikely to suit a 
modern society, or to result in party construction being 
carried out in a satisfactory manner. First, fundamen- 
tally, the superstructure is conditioned by the economic 
base; in general the effectiveness of ideological construc- 
tion is determined by the level of development of the 
productive forces of society and by the degree of ratio- 
nality of social relations among people. Therefore, in 
developing a socialist market economy, it is all the more 
necessary to give emphasis to system construction, and 
to maintain and improve the standards of party con- 
struction through relying on the infrastructure which 
imposes norms on relations among people in a scientific 
way. Second, from an operational perspective, there are 
many difficulties in ideological construction. For 
instance: Theoretical development is lagging behind, and 
it is thus difficult to improve people’s understanding; 
interest relationships intersect each other and are com- 
plex; people’s minds are getting increasingly compli- 
cated, and some are not matching their words with their 
deeds, resulting in difficulty in grasping the real result; 
and as the relevant work is greatly affected by personnel 
turnover, it is difficult to consolidate results. In compar- 
ison, system construction involves relatively small oper- 
ational difficulties, and is conducive to ensuring order 
and stability. As early as 1980, Deng Xiaoping made the 
sorrowful summarizing comment: “Our past mistakes of 
various kinds surely had much to do with some leadets’ 
thinking and styles, but the problems in the organiza- 
tional system and the work system were even more 
important.” He also pointed out: “The issue of system 
has a bearing on whether the party and state will change 
their colors, and must elicit high attention from the 
entire party.”’ (Footnote 2: Deng Xiaoping Wenxuan, p 
293) As recently as during the southern inspections last 
year, Deng Xiaoping again sincerely admonished us: “‘It 
remains necessary to rely on the legal system, and it is 
more reliable to use the legal system approach.” 


The issue of how to do a good job of carrying out the 
party's system construction needs to be continuously 
explored theoretically and in practice; roughly two 
aspects should be given special emphasis: 


One aspect is the setting of criteria. The system repre- 
sents the norms governing conduct of all in the party, 
and there must be some criteria used for determining 
what kind of system can be considered satisfactory. 1) 
Requirements should be scientific. Times are changing, 
and there should also be system changes. Requirements 
on party members in times of war should be different 
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from those in times of peace. In times of peace, require- 
ments on party members under the situation of a 
planned economy should be different from those under 
the situation of a market economy; and emphasis should 
be placed on different things in different stages of market 
economy construction. There should be systematic sci- 
entific rules on all those matters. 2) The contents should 
be concrete. That is, there should be specific, clear, and 
easily grasped rules on what everyone is required to do, 
what everyone is required not to do, how one is to do the 
required things, and which approaches are not to be 
used. 3) The procedures should be without loopholes. 
We must formulate regulations which dovetail each 
other closely so as to reduce as much as possible the 
impact of the human facter in the course of enforcing the 
regulations. 


The other aspect is the formulating of a systems frame- 
work. Presently, it is proper to consider dividing the 
party’s framework of systems into three blocks. 1) Orga- 
nizational systems. They mainly include some basic rules 
on organizational forms and changes at the various levels 
in the party. For instance, the organizational command 
system, the election system (encompassing such things as 
enhancing election-district rules as well as inner-party 
speech-making and question-answering), the question 
system, the evaluation system, rules on dismissal and 
impeachment procedures, rules on personnel arrange- 
ments concerning the executive organs of organizations 
at various levels, and regulations on the party's full-time 
workers (the party’s lawyers and professional party 
cadres). 2) Meeting-related systems. Meetings constitute 
an important form of our party's activities, and must be 
standardized. In view of the overall situation at present, 
the main task for the present time should be to press 
ahead with the construction of the six meeting-related 
systems, that is, the party committee system, the plenary 
meeting system, the system of the congress of party 
members’ representatives, the annual party-member 
conference system, the party-member discussion- 
meeting system, and the democratic-life meeting system. 
3) Work-related systems. The party’s work involves 
many things. As far as inner-party work is concerned, the 
systems on which work should be done include: The 
party-member study and training system, the system of 
reporting on one’s work, the system of leading cadres’s 
work at the grass roots and job rotation, the personal- 
wealth declaration system, the examination and evalua- 
tion system, the system of party-discipline sanctions, the 
system of relaying information on the party’s internal 
affairs, the party organ and party journal system, the 
system of protection of party members’ rights, and the 
party’s internal financial management system. 


Ill. Do a Good Job of Carrying Out the Party's 
Organizational Construction So As To Meet the 


Democracy Demand 


Democracy is one of the major components of political 
modernization, and also a fundamental political charac- 
teristic of the market economy. In a broad sense, democ- 
racy refers to letting people themselves decide matters 
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affecting their own self-interest, and to the full realiza- 
tion of “autonomy” on the part of various social actors 
within the scope defined by law. Why does a market 
economy have more vigor than a planned economy? A 
fundamental difference is that while a market economy 
contains innumerable highly “autonomous” functioning 
actors, a planned economy follows a model characterized 
by a “unified” and centralized way of doing things, and 
the micro-level actors in such an economy are extremely 
lacking in autonomy and would function only when 
given various commands by the “superiors,” and that 
therefore such an economy shows many diseases of 
“ossification.” 


To make the party’s work meet the demand for demo- 
cratic politics raised by the market economy, we must 
focus such work on the party's organizational construc- 
tion. Organization refers to a system's internal structural 
relationships and the relevant subsystems. Whether the 
system is functionally strong, and whether the system is 
powerful, are to a large extent determined by whether the 
internal relationships are proper and by the amount of 
vigor of its subsystems. Enhancing organizational con- 
struction according to the democratic spirit is undoubt- 
edly conducive to rectifying the structural relationships 
in a system and to invigorating the subsystems. 
Enhancing the party’s leadership does not just mean 
enhancing national leadership; under a situation charac- 
terized by the development of a market economy, it is 
even more important to enhance the concrete leadership 
exercised by party organizations of all levels in all 
sectors. ““When there is order in the provinces, there 1s 
order nationwide.” Only by giving full play to the 
initiative of all party organizations and arousing enthu- 
siasm on the part of all sectors would it be possible to 
truly do a good job of developing our social and eco- 
nomic cause, to have a solid foundation for the party's 
leadership, and to have the effort to enhance the party's 
leadership produce real effects. Tens of thousands of 
party organizations are scattered around in all corners of 
social life; the enhancement of their self-construction 
through democratic means and their presenting them- 
selves as living models before the masses will be of very 
profound and far-reaching significance to accelerating 
the political and economic democratization and the 
modernization process of China. 


With regard to the issue of how to meet the democracy 
demand and do a good job of carrying out the party’s 
organizational construction, it seems proper to consider 
the following several points: The first is to delegate power 
so as to increase the combat effectiveness of organizations. 
In the current period of transition from a planned 
economy to a market economy, the overall task remains 
to adjust and delegate the powers which have been 
characterized by excessive centralization. We must turn 
each party organization which is directly engaged in 
practical work into an autonomous power center so as to 
enhance its combat effectiveness. The second is to main- 
tain inner-party transparency so as to strengthen the 
cohesiveness of the organizations. We must ensure 
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smooth information exchanges within the party, espe- 
cially between the superiors and subordinates. Inform all 
party members of important matters inside and outside 
the party and hold regular and nonregular discussion 
meetings of party members, encouraging party members 
to speak their minds freely and to share the party's cares 
and burdens. Make representatives to party congresses 
permanent representatives, and clearly define their 
terms of reference and duties. Hold relevant meetings 
regularly to discuss the relevant work. To improve the 
quality of democratic life meetings, we must have repre- 
sentatives of subordinate organizations attend the dem- 
ocratic life meetings of superior organizations. 7he third 
is to make the relations between the party and the masses 
closer, so as to increase the vitality of the organizations. 
We must do a good job of conducting investigations and 
study. It is proper for leading party cadres to work at the 
grassroots jobs under their supervision on a regular 
basis, while retaining their positions, and leading party 
cadres currently holding office should meet the masses 
on a regular basis. 


IV. Do a Good Job of yromy by Party's Supervision 
Mechanisms So As To Meet the Demand Concerning 
Checks and Balances 


Power is an ability to control matters. Power in human 
society is a human ability to control social objects. As the 
market economy entails the most extensive fair compe- 
tition and contains different kinds of self-interested 
economic actors, it must be equipped with comprehen- 
sive and complete checks on and balances against all 
powers in society, and will in no way allow self-interested 
actors, not governed by the principle of fairness, to 
control society in an unconstrained manner; only in this 
way would it be possible to ensure that society is lively 
but not chaotic, with things in order. 


A concrete analysis will show that there are checks on 
and balances against power everywhere in a market 
economy society: As far as the numerous commodity 
producers are concerned, their highly autonomous busi- 
ness decisionmaking is fundamentally constrained by 
market demands and the production factor conditions 
enjoyed by the producers; as far as the various local 
powerholding actors are concerned, their high degree of 
autonomy is constrained by the law of the state and the 
state’s regulation and control means (mainly fiscal) as 
well as by the wishes of the people under the respective 
jurisdictions; as for the “supreme” central powerholding 
actors, they are also effectively supervised and con- 
strained by various parties. An example would be the 
phenomenon of the “three-way separation of powers” in 
the United States. 


Our party is the ruling party and the central representa- 
tive of the state power of all levels. Therefore, a key to 
meeting the market economy's demand concerning 
checks on and balances against power is to do a good job 
of building the party’s supervision mechanisms. 
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From an overall perspective, the party’s supervision 
situation was in the past characterized by supervision 
relationships based on supervision exercised by supe- 
riors over subordinates, or “superior-centered” supervi- 
sion relationships, while horizontal supervision and 
supervision exercised by subordinates (the masses) over 
superiors (leaders) were relatively rare. Through reform 
in recent years, the highly centralized system has been 
gradually dismantled, and “superior-subordinate type” 
supervision relationships have been greatly weakened, 
while other supervision relationships have not been 
strengthened. The present state of affairs characterized 
by a lack of supervision and power imbalances has 
inevitably created tremendous difficulties for our cause. 
First, corruption becomes unavoidable. The history of 
political development, whether ancient or contemporary 
and whether Chinese or foreign, shows that “uncon- 
strained power will inevitably lead to corruption.” There 
is no denying the fact that we do have many excellent 
Communists who, because of their firmly held party 
spirit, are able to resist corruption and remain uncor- 
rupted; but there are also many party members who, 
because of a lack of supervision, are more or less 
corrupted by their inflated selfish desires under the 
impact of the tides of the market economy. The news 
media’s reports on ten cases of crimes committed by 
degenerate party members collected by this author in a 
casual manner show that those involved in nine of the 
cases had such positions as “factory director,” “man- 
ager,” “section chief,” and “division chief,” as well as 
such enviable honor titles as “the advanced,” “model” 
“shock worker,” “holder of the May First Medal,” 
constituting a share of 90 percent. This example can 
more effectively demonstrate that it is difficult for 
unsupervised power not to lead to corruption. Second, it 
has become difficult to deepen the reform. As must be 
pointed out, an importan: error in past reform efforts 
has been that attention has been given only to the 
delegating and recentralization of power but not to 
checks on and balances against power. Such an error has 
to a large extent created the situation in which reform is 
unstable and difficult to deepen. In terms of root causes, 
such current problems as those of localism, formalism, 
the growing strength shown by sectoral interests, enter- 
prise mechanisms’ not being invigorated, low efficiency, 
embezzlement and corruption, financial disorder, and 
counterfeit and shoddy goods are all closely related to 
the error. Third, it is difficult to consolidate the party’s 
power. From a long-term and developmental perspec- 
tive, whether the party's leadership can be solidified does 
not mainly depend on whether the party now holds 
power or not, but is more importantly determined by 
how power is used and by how the reform and construc- 
tion cause led by the party progresses. If corruption is 
widespread, leading to a great deal of problems, it would 
be very difficult to keep the party’s leadership power 
solidified, and the cause of establishing a socialist 
market economy in China would be facing great dangers. 


If one is to do a good job of carrying out the construction 
of the party’s supervision mechanisms so as to meet the 
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market economy's demand concerning checks on and 
balances against power, if seems necessary to change the 
framework of the party's supervision mechanisms from 
being a “plane triangle” into being a “‘solid triangle." The 
past “superior-centered” power system in the party can 
be seen as a “plane triangle.’ Each powerholding actor 
who is part of the triangle is in general constrained only 
by its superior. When there are changes in the power 
structure (that is, power delegation) or when the checks 
and balances at the superior level are not working in a 
fair manner (leading to phenomena like the bureaucratic 
tendency and the small group tendency), powerholding 
actors would be in an unsound situation characterized by 
the “absence of constraints.” On the other hand, as the 
structure of power assumes the shape of a plane figure, 
the structure as a whole would be lacking in stability. A 
complete and proper system of checks on and balances 
against power should be in the shape of a “solid trian- 
gle.” That is, each powerholding actor is constrained 
both by its superior and by the relevant powerholding 
actors on the same level. In this way the power system as 
a whole will be consolidated. Specifically there are two 
aspects to be discussed: 


First, do a good job of carrying out the superiors’s 
supervising and constraining of the subordinates. In terms 
of the overall situation, it is necessary both to delegate 
power and enliven the situation so as to accommodate 
the market economy, and to satisfy modern society's 
need for orderly management. 1) Keep control over 
provinces and release cities. For provinces are large, 
while cities are small. The province represents the 
highest level of local power, and the city represents a 
lower level of local power. A province's situation is much 
more complex than a city’s situation, and therefore we 
must keep comprehensive control over the appointment 
of members of the provincial leadership teams, while 
keeping control over only the chiefs of the municipal 
leadership teams. 2) Weaken vertical sectoral controls. 
Most of the existin; erholding agencies of various 
levels and their ver! ys of control all have to a great 
extent the color of : nned economy. In the future, 
except such necessary vertical controls as those over 
taxation, customs, the military, and the police, vertical 
controls should be weakened as much as possible, and 
some agencies should be dismantled on the basis of 
consideration of the relevant situations. 3) The means of 
control should be changed as soon as possible. Except for 
the cases of the appointment and dismissal of leading 
personnel and vertical controls mentioned above, the use 
of administrative means should be reduced as much as 
possible; “campaign” and “focus” work in particular 
should be reduced. We must perfect legal means and 
strengthen economic means; particularly, we must 
resolve the problem of the weakness of central fiscal 
means. 


Second, do a good job of carrying out horizontal supervi- 
sion exercised by party organizations of the same levels 
over each other. 1) Fully develop the function of disci- 
plinary commissions. During the period when such insti- 
tutions as the people’s congresses are still lacking in the 
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capability for supervision, it is necessary for disciplinary 
commissions to become powerholding actors (checking 
and balancing against power) and to supervise party 
committees of the same levels. We must study and 
increase the supervision tasks of each disciplinary com- 
mission in view of the need to abide by party discipline 
and the law of the state as well as the needs of the 
development of the local reform and construction cause; 
we must merge disciplinary commissions with such 
agencies as the supervisory and anticorruption agencies 
sO as to improve overall efficiency. 2) The secretary of a 
disciplinary commission should be elected by all the 
party members of the party organization of the same 
level, and the candidates should, as much as possible, go 
through the relevant entry, speechmaking, and question 
answering procedures according to usual election prac- 
tices. The secretary of a disciplinary commission should 
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be subjected to periodical elections, and be able to get 
re-elected consecutively. 3) Scientifically define the task 
and working methods of disciplinary commissions. We 
must clearly give disciplinary commissions various 
inspection tasks and make personnel arrangements in 
view of the amount of work to be done. In addition to 
routine inspections, disciplinary commissions must also 
be given the task of conducting random inspections; they 
should do a good job of keeping records so as to facilitate 
the truthful evaluation of the work of the party organi- 
zations of the same levels as well as the disciplinary 
commissions’ own work. 4) A disciplinary commission 
should report to permanent representatives of the party 
members on its work. The secretary of a disciplinary 
commission and relevant responsible persons should 
report to all the party members on their work every year, 
and answer the questions raised by party members. 
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NATIONAL AFFAIRS, POLICY 


Economic Development ‘Widens Regional Differences’ 
94CE0224B Beijing .'INGJI RIRAC in Chinese 26 Nov 93 
p7 


[Article by Zhang Tai (1728 3141): “How Do We Treat 
China’s Regional Economic Differences”) 


[Text] The regional economic structure is an important 
component of the national economic structure. Due to 
different conditions in the development of the national 
economy, the economic and technical development in 
various regions is unbalanced. Under the conditions of 
market economy, we must understand that because of 
differences in various regions, there can be major differ- 
ences under certain conditions. However, if the eco- 
nomic differences are excessively large in various 
regions, they would have an adverse impact on social 
stability and development. Therefore, we must follow 
the principle of giving consideration to both balanced 
development and efficiency in forming a reasonable 
pattern for the distribution of the productive forces. 


Widening Regional Economic Differences 


Since the beginning of the reform and opening up 
program, China has scored economic achievements 
which attract worldwide attention. Tremendous eco- 
nomic achievements have been attained in various 
regions throughout the country. However, such develop- 
ment is unbalanced. The rate of growth is the greatest in 
China’s eastern region where economic and technolog- 
ical foundations are good, while this rate is compara- 
tively low in the central and western regions where 
economic and technological standards are fairly low. As 
seen from the average annual growth rate of gross 
national product between 1980 and 1991, the ratio 
among China’s eastern, central, and western regions is 
16.72:15.2:14.78 with the eastern region nearly 2 percent 
higher than the western region. The accumulative differ- 
ence in rate of growth has again widened the once 
diminishing regional economic differences. 


There are almost no changes in the ratio of population in 
China’s eastern, central, and western regions during the 
past decade. Nevertheless there are notable changes in 
the ratio of gross national product in these regions. The 
ratio in 1980 was 52.2:31.2:16.5. The ratio in 1991 was 
55.8:29.3:14.9 with the ratio in the eastern region raised 
by 3.6 percent and the central and western regions 
lowered by 1.9 percent and 1.6 percent respectively. 
Influenced by the differences in economic development, 
the gap in residents’ incomes in various regions is also 
widening. Let us take the income of peasants as an 
example. The ratio in 1980 between the average per- 
capita income of peasants in five provinces and munic- 
ipalities directly under the central government with the 
highest income and that of the five provinces and 
autonomous regions with the lowest income is 1.98:1 
(assuming the average per-capita income of peasants in 
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the provinces and autonomous regions with the lowest 
income is |). These figures rose to 2.88:1 in 1991. As 
seen from the eastern, central, and western regions, the 
1980 ratio of average per-capital income of peasants in 
these three regions was 1.39:1.11:1; while that in 1991 
rose to 1.71:1.06:1. 


In China’s existing economic structure, nearly half of the 
gross national product is contributed by secondary 
industry, and nearly 90 percent of the added value of 
secondary industry is contributed by industry (manufac- 
turing industry). Therefore, the rate of industrial growth 
is extremely important in the development of the entire 
national economy. There are significant differences in 
the rate of industrial growth among the eastern, central, 
and western regions. The rate of average annual rate of 
growth between 1985 and 1990 was 1.39:1.05:1. This 
difference brought about changes in the regional struc- 
ture in terms of total industrial output. The percentage in 
the eastern region rose from 60.3 percent in 1985 to 62.7 
percent in 1990, while that in the western region dropped 
from 12.75 percent in 1985 to 11.91 percent in 1990. 
Due to various reasons, the growth rate of investment in 
fixed assets in central and western regions is relatively 
low. From the long-term investment point of view, this 
trend is not so favorable. The rates of growth of invest- 
ment in fixed assets in China's eastern, central, and 
western regions from 1982 to 1991 were 19.69 percent, 
16.15 percent, and 18.18 percent. In 1991, 61.46 percent 
of the additional investment in fixed assets was made in 
the eastern region. 


Since the beginning of this year, China has continued to 
maintain a high rate of growth in its economic develop- 
ment. The gross national product in the first quarter rose 
by 14.1 percent over the same period in 1992. According 
to accumulative figures compiled from January to April, 
China registered a rate of growth of 23 percent in 
industrial production. However, the pattern of unbal- 
anced economic developments in various regions 
remains unchanged. In some districts, economic devel- 
opment is still quite sluggish. Those areas that were 
economically backward in the past are still lagging 
behind others, and their ratio in economic increments 
continues to drop. The gaps between the eastern region 
and the western region and between the south region and 
the northern region continue to widen. Let us take 
industrial production as an example. According to accu- 
mulative figures compiled between January and April, 
the rates of industrial growth in the eastern, central and, 
western regions were 28 percent, 14.5 percent, and 13.6 
percent respectively; and the increments in industrial 
production in the eastern region accounted for 77.5 
percent of the total increments in industrial production. 
Jiangsu, Zhejiang, Fujian, Shandong, and Guangdong 
provinces alone made up 6! percent of the total incre- 
ments in industrial production. According to accumula- 
tive figures compiled between January and April, the 
rates of growth of investment in fixed assets in state- 
owned units in the eastern, central, and western regions 
were 77.5 percent, 48.3 percent, and 46.4 percent. About 
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70 percent of the increments of investment in fixed 
assets in state-owned units were in China's eastern 
region, and 44.7 percent of such increments were in 
Jiangsu, Zhejiang, Fujian, Shandong, and Guangdong 
provinces. 


Reasons for Widening Regional Economic Differences 


There are objective reasons for the unbalanced develop- 
ment in China’s different regions such as historical and 
natural conditions and so on. However, we must not 
neglect the influence of the macroeconomic policy on 
backward areas. 


From the financial resources point of view, the state has 
placed emphasis on the development of China's coast 
areas in the eastern region since the implementation of 
the reform and opening up policy. Large investments are 
made with excellent economic results. Meanwhile, 
attracted by the high financial returns, funds have 
unceasingly flowed to the coastal areas in Southeast 
China from various localities. Let us take Heilongjiang 
Province as an example. Cash flowed out of the province 
totalled 1.3 billion yuan during the first quarter of this 
year alone. In 1992, funds flowed out of Shanxi Province 
to the coastal areas in the form of loans and fund-raising 
reached | billion yuan. This flow of funds has provided 
the developed coastal provinces with ample funds for 
construction, while money supply falls far short of 
demand in backward regions. 


From the industrial structure point of view, the central and 
western regions are important ones where there are abun- 
dant resources of energy and raw and semi-finished mate- 
rials. These regions also supply major production facilities. 
In these regions, prices and production are more strictly 
controlled by the state plans, and there are more manda- 
tory plans for production targets, while the processing 
industry is not well developed. Within the industrial 
structure in the eastern region, the processing industry and 
the industry of consumer goods are given priority. Produc- 
tion 1s almost completely regulated by the market. There 
are less state mandatory plans for production targets, and 
prices are set by enterprises themselves. Under the current 
situation whereby the pricing structure has not been ratio- 
nalized, the central and western regions provide low-price 
energy and raw materials, while paying higher price to buy 
processed products and consumer goods. This has created 
a form of exchange at unequal value with the eastern 
region. Funds are being transferred to the eastern region 
from the central and western regions, thus hampering the 
economic development in the backward regions. 


From the point of view of flow of professionally trained 
personnel, professionals and technical personnel have 
always been leaving the backward regions to the devel- 
oped areas for the past ten and more years. Between 
1983 and 1992, more than 5,000 technical personnel of 
all kinds have been transferred out of Ningxia through 
the normal procedure. Between 1990 and 1992. 6,638 
cadres including 31 high-ranking and 566 middle- 
ranking professionals were transferred out of Xinjiang to 
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work in other provinces. Among the transferred cadres, 
56.4 percent of them were transferred to work in coastal 
cities, while 43.6 percent of them were transferred to 
work in large cities in China's ‘nterior provinces. The 
shortage of qualified personnel greatly affects the eco- 
nomic development and the process of modernization in 
central and western regions. 


Under the conditions of the socialist market economy, it 
is impossible for China's different regions to develop 
with the same speed. Adequate regional differences are 
conducive to arousing the enthusiasm of various local- 
ties to develop their own economy and compete with one 
another. However, if the gaps are excessively wide and 
are continuously widening to create “polarization,” such 
gaps may adversely affect economic, political, and social 
stability. Therefore, a major task of the state im exer- 
cising macroeconomic control 1s to make use of eco- 
nomic, administrative and legal means to keep the 
regional differences within the limnrts that are acceptable 
by the society. 


Several Proposals 


1. Encourage Central and Western Regions To Look for 
New Fields for Economic Growth First of all, we must 
vigorously develop town and township enterprises. Right 
now, 40 percent of per-capita peasants’ net income in the 
country comes from non-farming industry, while 80 
percent of such income in coastal developed areas comes 
from town and township enterprises. Meanwhile, the 
total output value in town and township enterprises in 
central and western regions accounts for less than 5 
percent of that of town and township enterprises in the 
whole country. Therefore, the central and western 
regions must regard the development of town and town- 
ship enterprises as an important measure to stimulate 
the economic development in these two regions and 
make use of local resources to manufacture their unique 
commodities. To further develop the economy in central 
and western regions, town and township enterprises 
there must undergo a stage of unusual development by 
leaps and bounds. Second, they must take advantage of 
their geographic superiority. Those backward areas in 
the border region have fine conditions to develop border 
trade. They must develop their local processing industry 
through border trade and turn their geographic advan- 
tage into industrial superiority and form an industrial 
structure that benefits both China and the neighboring 
country. Third, it 1s necessary to pay attention to com- 
modity circulation and promote production. The scale of 
market affects the production scale. Thus, it also affects 
the economic scale. The key in promoting economic 
development is to attach importance to commodity 
circulation and marketing. The current major task of the 
central and western regions in paying attention to com- 
modity circulation is to further improve the market 
structure. 
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2. Permit Central and Western Regions To Adopt More 
Flexible Measures in Implementing Policy on Ownership 
System. The ratio of the public economic sector, particu- 
larly the state-owned economic sector, 1s far greater in the 
central and western regions than that in the developed 
areas. Therefore. it is necessary to encourage the economic 
sector which is not state-owned, particularly the non- 
public owned economic sector, to develop itself. While 
making the state-owned economic sector predominant and 
regarding the public-owned economic sector as the main- 
Stay, we must adopt all kinds of measures to promote the 
development of ali other economic sectors. We should 
treat all other economic sectors on an equal basis. 


3. Adequately Increase Investments in Central and Western 
Regions. Right now, China's eastern region is more 
capable of developing itself. The state may consider grad- 
ually shifting its investments westward, and increase 
investments in central and western regions with emphasis 
on communications, transportation, and energy, and raw 
material industries. While taking into consideration the 
mutual! economic benefits in all regions. we must set up 
and develop a system of division of labor in various 
regions, encourage and support the processing industry 
with local raw materials, and force the processing industry 
in the eastern region to turn oul more products with higher 
added value and high technology and export-oriented 
products in order to upgrade the industrial structure in 
China. 

4. The State Must Not “Demand Uniformity in Everything” 
in Exercising Macro-Control. In exercising macroeconomic 
control, ihe state should give more preferential treatment to 
economically backward regions while taking into full con- 
sideration the actual situation in the backward regions 
where economic growth has just started and there are 


backward regions is fairly small. These regions have little 
overall influence. If the measures adopted by the state in 
exercising macroeconomic control are excessively severe. 
they may deal severe economic blows to the backward 
regions. although their effects in cooling off the overheated 
scicas ceanaiie Gan on be @ Gites, Wan Cates 
regions are worried that the policy and measures to 
“demand uniformity in everything” may “chop off the tails 
of the developed regions. while cutting off the heads of the 
backward regions” and that it will thus make the backward 
regions lose another opportunity to develop themselves. 


Wa Jinglian on Measures To Slow Inflation 


94CE0142A Chongqing GAIGE [REFORM] in Chinese 
No 5, 20 Sep 93 pp 4-5 


[Article by Wu Jinglian (0702 2417 8834): “Accelerate 
Coordinated Reforms of the Financial. Tax. and State- 
Owned Enterprise Systems” ] 


[Text] Since the latter part of last year. China's economy has 
shown signs of “overheating” and inflation. What 1s meant 
by the economy “overheating.” from the perspective of the 
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matenals production system, 1s that certain sectors of the 
national economy can no longer support the going rate of 
growth. From the monetary point of view, meanwhile. an 
“overheated” economy refers to the mse in the overall price 
level, it means “inflaton.” Between July and August of 
1992, there were clear signs of the economy overheating and 
of inflauon. They could be seen in three areas: 1) Bottle- 
necks in the “tight sectors” such as communications and 
transportation. especially rail transport. energy. especially 
power supply. raw maternals. especially constructson mate- 
rials, were even more restrictive. 2) Inflationary pressure 
found its way from M,, which had a low rate of circulation to 
M,, which had a high rate of circulation, and the retail prnce 
index began to mse. If we include the pnce of means of 
production, the price index would be even higher. 3) People 
began to expect inflation. For example, the sale of Phase Il 
State treasury notes which paid 9 percent annual interest was 
sluggish and the resale of Phase | and older treasury notes 
was at below face value, meanwhile, there were incidents of 
panic buying of gold. gold jewelry, and hard currencies (US. 
and Hong Kong dollar). These indicated that people were 
expecting the inflation rate to run at above 10 percent. Al 
the end of last year and carly this year, inflation was 
obvious, or in the words of a newspaper, “inflationary 
pressure 1s being released™: The overall price index of the 
workers’ Irving expenses rose to double-digsts, retail price 
index in the 35 large and medium-sized cities rose to around 
15 percent; RMB's exchange rate plummeted. At the same 
time, because there were no market rules and because of the 
expansionary monetary policy, Chima’s stock market, real 
estate market, and the sust-opened futures market created a 
“bubble economy.” The situation clearly indicated that the 
financial chaos and the soaring rate of inflatron were threat- 
ening our economic stability and the normal operations of 
businesses and industries. If proper measures were not 
taken, st could lead to serious economac turmonl. Under the 
circumstances, the government began to take steps in July to 
rectify financial order and lower the rate of increase im the 
money supply. Although we were a little late. we were 
heading in the mght direction, and decisive action was 
necessary. 


Current measures being taken can be separated into 
three levels: 1) Use of direct administrative controls, 
which include tightening the control over the loan quota. 
sorting out investments in basic construction projects 
and the development zones, and setting a deadline for 
retrieving illegal short-term loans. 2) Use of economic 
measures, which include raising the interest rate on loans 
again and resuming the opening of inflation-proof sav- 
ings accounts. 3) Proceed with reform of the financial 
system. It has been a month since the introduction of the 
first measures, and judging by the current situation. 
although there have been some problems and difficulties. 
the overall situation 1s good: Price increases have slowed. 
foreign exchange prices have dropped. the “bubble econ- 
omy” created by stocks and real estate has shrunk. If all 
goes well. the natronal economy may stabilize mm the near 
future—say, at the end of the year or carly next year. But, 
whether things will turn out as cxpected will depend on 
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whether the yet-to-be-introduced measures are correct 
and whether they can be effectively implemented. 


The initial success so far is due mainly to the first lewel 
measures and some of the second level measures. Under 
conditions of extreme economac chaos, 1 1s necessary 10 
use some “hard measures” to quickly put the situation 
under control. But we must clearly understand that these 
administrative measures have limrts as well as side 
effects. That is to say, one, after 14 years of reform. 
China's finances have, in part, “come alives.” whach 
greatly diminishes the ability of admunrstrative plans to 
control the economy. About 50 percent of the gathering 
and distnbution of funds no longer go through the state 
banks’ formal channels. Therefore, it will be 2 mistake to 
rely too heavily on administrative measures. Two. 
although we must make every effort to do what 1s mght 
and avoid what 1s harmful, it is impossible to avoid 
being indiscnminate when using administrative mea- 
sures, and so when we use administrative measures to 
cool the “overheated” parts of the economy, other parts 
which need even more support or are even “hotier™ will 
often be affected, thus preventing the increase in supply. 
Furthermore, since the financial system has not under- 
gone radical reform, some units may not be impie- 
what should be tughtened may not tightened and what 
should not be tghtened may be tightened. For exampic. 
some unis may not take away funds used for real estate 
consequences. 


The effectiveness of the second type of measures is |) 
constrained by the effectiveness of organizations and 
inststutsons those ccomnomsc measures and 
2) lamsted by defects in other economic mechanisms. 
Therefore, the success of those economic measures 1s 
predicated on reforms in other areas. Today, the more 
senous problems are: 1) Speculation m the bubbic 
coonomy 1s yselding a high rate of return—100 percent 
profit or better a year. This has resulted in large amounts 
of money being channeled to the stock, real estair_ and 
futures markets for speculation purpose. thus exacer- 
hating the shortage of funds needed by indusines and 
businesses. and 11 also makes 1 difficult for the interest 
lever to function effectively. Therefore, as we tighten the 
money supply. Sr ee Se et ane 
sath, nathan acta cle ott 
carefully release the air in the “bubbles.” Fenton 
exchange reform 1s out of sequence (regular accounts are 
still using dual exchange rates and under administrative 
control, and meanwhile, capital circulation 1s very lax.) 
and as a result, our own currency 1s grossly undervalued 
and the masses’ confidence in our currency 1s shaken. 
which adds to the inflationary momentum. We can 
remedy the situation im two ways: One. retract the order 
and change those methods that have loosened the control 
over the capital accounts. Another way 1s to acceleraic 
the reform to make trade-related foreign exchange con- 
vertible. Personally. I favor the second method. 
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Since the root cause of this round of inflaton ts the slow 
pace of reform, the basic cure of course ts to accelerate 
reform. Just as we have pointed oul many umes before. 
the root cause of today’s accelerated inflation and wade- 
spread corrupon ss the vers slow pace of reform of the 
taxation. financial, and state-owned enterprise systems, 
and so the solutson 1s to accelerate reforms im those 

areas. In other words, not only musi we speed up the 
abuse On teed etek coe aaa 
up the reform of the tax sysiem and the restructuring of 
the state-owned enterpnse sysiem. Moreover, reforms mm 
these areas must be coordinated. because only then can 
we quickly set up the bawe frame work of 2 markei 
coonomy and give play to the market economy's overall 
ability to allocate resources properly. Therefore, m1 is 
imperative that we focus on the research and study of a 
coordinated reform program. and once the program 1s 
formulated. we mus! immediately get organized and 
quickly begin ts umpiementatoon. 


Modern Enterprise System Experiment Described 
94CE02244 Beane JING RIBAO im Chinese 23 Now 93 
pi 


{Artocle: “Reform of State-Owned Enterprises Enters 
New Stage. Modern Enterpnse Sysiem To Undergo 
Expemments in 100 Enterprises” | 


[Text] The “Deceson of the CPC Central Commuatice on 
Some Issues Concerning the Estabirshment of a Socualsst 
Market Economoc Struocture™ adopted by the Third Pic- 
nary Session of the 14th Central Commuatier of the 
Chinese Communnrst Party pomted out that estabirshing 
a modem entenpnse sysiem represents the onentaton of 
reform of China’s slate-owned enterprises. To carnesily 
implement the gusdelines land down by the Thard Plenary 
Session of the 14th CPC Central Commutier, the State 
Commursson for Restructuring the Economorc System has 
decoded to coordmate with related departments to select 
about 100 pilot state-owned enterprises to carry oul 
eipenments in estabirshing 2 modem entenprese sysiem. 


A modem enterprise sysiem 1s one whach reflects the 


from government administration and carned ow! scorn- 
ufically. By establishing 2 modern enterprise system, 
Slaic-owned enterpnses must fundamentally change 
thew operaton mechanism and genuinely become mde- 
pendent legal entries and mam bodes m market com- 
petition. The establishment of the modern enterprise 
sysiem shows that China's entenprse refoc > has emtered 
2 mew stage of focusing on creating 2 mew enterprise 
sysiem from the stage of attaching umportance to the 
pobcy of delegating more decision-making power to the 
lower-level unsts and letting them have more profsts. To 
establish 2 modern enterpnse sysiem. we must proceed 
from the state of affairs in China. sum up owr cxpenence 
im successfully reforming our enterprises. and actively 
learn from the soorntfic approach of the enterprise 
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system of the Western developed countries in forming 
the enterprise system with Chinese characteristics. 


It is reported that the pilot enterprises will be selected 
from the large enterprises in various areas under the 
relevant departments of the State Council. Headed by 
unified leading groups these enterprises should have 
steadily scored outstanding achievements in manage- 
ment for three or more years and demonstrated high 
awareness in reforming themselves. Some of them will be 
industrial enterprises, while others commercial estab- 
lishments. Still others will be enterprises in the field of 
science and high technology. Therefore, they will be large 
in number but they will cover all fields of work. 


Their major tasks are to straighten out relationship 
between ownership and management of state-owned 
enterprises, set up a system of properties for enterprises 
who are legal entities, separate administrative and eco- 
nomic management functions of the enterprise end gov- 
ernment, establish a diversified form of organization for 
enterprises to keep pace with the development of the 
productive forces, foster a scientific internal manage- 
ment system, implement a new accounting system, and 
so on. On the basis of their different characteristics, the 
pilot enterprises will formulate their own experimental 
plans to carry out all reform projects gradually and in a 
planned manner. 


To carry out experiments in establishing the new modern 
enterprise system, we must not only solve problems in 
going through the transition period from the stage of the 
existing enterprise system to the new enterprise system, 
but also exercise the macro-control of the state well so 
that the reform projects in controlling state-owned prop- 
erties and others will keep pace with other programs for 
enterprise reform. Thus, in carrying out experiments in 
selected enterprises, we must strengthen our leadership, 
do a good job in coordinating and organizing all pilot 
enterprises, work out our plans carefully, and give the 
enterprises the proper guidance. We must not only carry 
out reform and create the new, but also boldly carry out 
our experiments energetically, steadily, and reliably and 
in strict accordance with the standard. The State Com- 
mission for Restructuring the Economic System will 
convene a national conference on the work of restruc- 
turing the economic system in early December to work 
out concrete plans for carrying out the aforementioned 
experiments in selected enterprises. 


Steps in Converting to Shareholding System Detailed 


94CE0142B Beijing ZHONGGUO JINGJI TIZHI GAIGE 
[CHINA’S ECONOMIC STRUCTURE REFORM] 
in Chinese No 9, 23 Sep 93 pp 36-38 


[Interview With Sun Xiaoliang (1327 2400 5328): “How 
To Restructure State-Owned Enterprises Into Share- 
holding Companies”—First paragraph is editor’s note] 


[Text] It is no easy task to turn a state-owned enterprise 
into a listed shareholding company. There is a proper set 
of procedure to follow, and there are strict rules and 
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requirements at every step. For this reason, 
ZHONGGUO JINGJI TIZHI GAIGE sent a reporter to 
interview Sun Xiaoliang, general manager of China 
Enterprise Shareholding System Consulting Company. 
He explained the method and procedure for converting 
enterprises into shareholding companies in simple lay- 
man’s terms based on his own practical experience and 
according to current laws and regulations. His approach 
not only complies with government policies but is also 
workable. It is hoped that this article can be of help to 
those who want to restructure their enterprises according 
to the shareholding system and those who are interested 
in the subject. 


In a recent interview, Sun Xiaoliang, general manager of 
China Enterprise Shareholding System Consulting Com- 
pany, talked about his own ideas and suggestions on how 
to convert state-owned enterprises into listed share- 
holding companies. 


Sun said, since Comrade Xiaoping’s Southern tour 
speech, comrades from many localities, departments, 
and enterprises have gone to his firm asking how they 
could restructure state-run enterprises into listed share- 
holding companies. He said, since the founding of the 
China Consulting Company, more than a dozen enter- 
prises have sought its services. Among them were ccm- 
panies that intended to list their securities in the Hong 
Kong and Shanghai exchanges, and there were also 
companies that wanted to be listed in Beijing’s two 
corporate shares circulation systems. Based on these 
practical experiences and in accordance with the rele- 
vant laws and regulations, to convert a state-run enter- 
prise into a listed company, essentially, one must follow 
five major steps: 


One, the enterprise must submit an application and get 
permission to set up a shareholding system experimental 


point. 


In this step, the enterprise must consider four things: 
First, what form of shareholding system should it 
choose? Second, what are the expected benefits? Third, 
what are the anticipated problems? Fourth, what are the 
possible risks? 


There are two choices under the shareholding system— 
limited liability companies and corporations. When 
choosing the corporate format, one must decide whether 
to raise capital privately or go public, and in the former 
case, one must also decide whether to list the securities in 
the corporate share circulation system. Which format 
best suits the company will depend on what is practical 
and realistic. One must start out from practicality and 
consider the possible benefits as well as the risks. The 
risks referred to here may come from three areas: 1) 
Investment risks. Some enterprises do well and others do 
not; stock prices go up and down, and therefore, when 
buying stocks, some people make money, others lose 
money. This kind of risk is borne mostly by the inves- 
tors. 2) Listing risks. Some listed companies are suc- 
cessful; others fail. Listed companies must be prepared 
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to take the risk of failing in the market. 3) Risk of market 
collapse. This is an inevitable result of the stock market's 
bubble economy. When stock prices soar as a result of 
speculation, it is like a bubble that must eventually burst. 
Stock market disaster can cause serious social problems, 
and one must be prepared to take such risks. 


When the government department considers approving 
an application to set up an experimental point, it must 
consider at least five things: |) Does the application meet 
the state’s industrial policy requirements? Enterprises 
that meet the state’s industrial policy requirements have 
a better chance of being approved. 2) Is the applicant 
enterprise in a business approved by the state to imple- 
ment the shareholding system? For example, enterprises 
in the banking industry and those in businesses per- 
taining to state secrets are not permitted to go public and 
implement the shareholding system. 3) Are the applicant 
enterprise’s construction projects part of a state plan? 4) 
Is the enterprise qualified to and capable of making its 
own management decisions? For example, if many of the 
enterprise’s products are under mandatory state plans or 
are required to accept unified state-set prices, its chances 
of getting approval are slim. 5) Can its stock generate a 
rate of return comparable to other stocks? Stocks 
yielding too low a rate of return will not qualify. 


Sun Xiaoliang pointed out that, for now, after this first 
step is approved, the enterprise must still get a stock 
issuing quota which the state allocates to individual 
provinces (municipalities). This is necessary at this stage 
so that the state can control the number of stocks being 
listed. 


Two, the enterprise must formulate and seek approval for 
an overall program to convert to the shareholding system. 


The overall program for conversion must clearly explain 
five points: 1) The purpose of converting to the share- 
holding system. That is, what kinds of enterprise devel- 
opment problems can converting to the shareholding 
system solve? Such problems must be real, and the 
explanation must be convincing enough to move 
“God”—so convincing that the department in charge 
feels obliged to give its approval. 2) The feasibility of 
converting to the shareholding system. There are two 
important points: Will there be an attractive profit to 
investment ratio to give the investors a convincing 
return on their investments? Will the state get even more 
taxes and dividends from the enterprise after it converts 
to the shareholding system? 3) Plans for restructuring the 
assets. The key lies in reducing related transactions, 
increasing the profit rate, and getting rid of assets which 
should not be brought into the shareholding company. 4) 
Plans for issuing shares, including the total amount of 
capital stock, equity structure, method of issuance, and 
listing location and so on. 5) It must get instructions on 
specific issues, such as who represents the state’s equity 
rights, how to deal with the enterprise’s share of manda- 
tory plans, how to coordinate government-controlled 
prices, how to adjust its tax rates, and so on. There are 
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more than a dozen questions, and since situations vary 
among different enterprises, there are different ways to 
deal with them accordingly. 


Sun Xiaoliang said that this step is the most troublesome 
and most complicated. To successfully get through this 
phase, he suggested paying attention to the following 12 
points: 1) Reexamine the enterprise’s development pro- 
gram. The capital-raising scope should be based on need, 
and the enterprise should formulate its development 
plan based on the best rate of return on capital and make 
that the basis for determining the number of shares to be 
issued. 2) Sort out and define the property rights. This 
step is even more complicated for enterprises in the 
ownership-by-the-whole-people system. 3) Examine its 
major contracts and credits and debts. 4) Examine plans 
for implementing the restructuring of company assets. 5) 
Readjust the previous year’s profit to investment ratio 
and next year’s profit to share capital ratio using the 
accounting system of a shareholding company. 6) Study 
ways to handle the state’s mandatory plan and state-set 
prices. 7) Study the feasibility and method of adjusting 
the enterprise tax policy. 8) Study its land-use rights and 
method of using that as an input under the shareholding 
system. 9) Study ways to resolve the issue of paying for 
the on-leave and retired workers’ living expenses. 10) 
Clarify the state’s representation with respect to equity 
rights. 11) Study ways to take responsibility for the 
profits and losses with regard to non-productive assets. 
12) Study and designate a promoter and sign a pro- 
moter’s agreement. Sun believes that the above tasks are 
very specific and very practical, but if they are done 
properly, the conversion plan should be quite simple. 


Step three is for the enterprise to apply for and receive 
permission to form a shareholding company. 


There are eight pieces of documents to be submitted 
when applying to form a listed company: |) Application 
to form a shareholding company. 2) The promoter’s 
agreement. 3) The feasibility report. 4) A draft of the 
company charter. 5) The property appraisal report. 6) 
The asset verification report. 7) The prospectus. 8) The 
industry management department's review. Before sub- 
mitting the application form, the enterprise should do 
two things: First, convene a promoter’s meeting and 
submit an incorporation resolution. Second, choose the 
law firm, accounting firm, property appraiser, and stock 
underwriter. After making the selections and com- 
mencing work, each can then do its part to prepare the 
documents accordingly. 


Step four is to propose and obtain permission to issue 
shares after its application to incorporate has been 


approved. 


When applying for permission to issue stocks, 12 pieces 
of documents are required. They are to be prepared by 
the lawyer, accountant, appraiser, and the stock under- 
writer, respectively. For example, the prospectus should 
be prepared by the underwriter; the accounting report 
should be prepared by the accountant, and the property 
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appraisal should be prepared by the appraiser. The 
enterprise must facilitate their work and regularly check 
their progress. In addition, it should set an agenda for 
listing the securities. This should be coordinated by the 
underwriter who should set the daily work schedule and 
completion time and hold meetings to coordinate all 
tasks. 


Step five is for the enterprise to seek permission to list its 
securities at the exchange. 


The enterprise should apply for listing at the stock 
exchange of its choice (currently, the choice is between 
Shanghai and Shenzhen). After applying for and 
receiving permission from the stock exchange, it may 
proceed to issue shares. When all shares are successfully 
issued and the share capital collected in full, it can then 
convene a shareholder’s meeting to set up the company. 
It must register with the local industry and business 
management department within the stipulated time. At 
that point, the conversion of the state-run enterprise into 
a listed company is complete. 


Sun Xiaoliang warns all entrepreneurs that the reorgani- 
zation of enterprises under the shareholding system is a 
very complicated and stringent process. In the above- 
described five steps, it is easy to discern that if an 
enterprise wants to reap the benefits of a listed company, 
it must pay a price. Recently nine large state-run enter- 
prises began making preparations to list their securities 
in Hong Kong and had to go through a very stringent 
auditing process and disclose every aspect of their busi- 
nesses. The procedure was so complicated and the 
requirements so stringent that many were shocked. Thus, 
any enterprise thinking about listing its securities in the 
market should be mentally prepared. 


PROVINCIAL 


Article on Why Fujian Attracts Foreign Investment 


94CE0190A Beijing GUOJI SHANGBAO in Chinese 
6 Nov 93 p 3 


[Article by Hu Dunan (5170 3256 0589) and Huang Zhi 
(7806 1807), policy researchers for the Fujian Provincial 
Committee: “Fujian’s Special Features in Attracting 
Foreign Investment’’] 


[Text] I. Developmental Characteristics of Foreign Com- 
mercial Investment Enterprises 


In recent years, the Fujian Provincial Committee and the 
provincial government have announced a series of 
important measures for opening and reform, which have 
taken the work of using foreign investment to a new level 
of development. In just 1992 alone, there were 3,113 
foreign commercial investment enterprises approved 
throughout the province, with contracts for $6.351 bil- 
lion in foreign capital, actual use of foreign capital 
amounting to $1.416 billion. These three quotas indi- 
cated, respectively, increases of 1.6 times, 3.4 times, and 
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1.2 times again over the previous year. From January to 
July of this year, 2,998 new foreign investment enter- 
prises were approved throughout the province, with 
contracts for $7.203 billion in foreign capital, and $1.58 
billion in capital actually received. These were, respec- 
tively, increases of 1.41 times, 2.63 times, and 1.42 times 
again over the same period last year. 


In recent years, t' development of foreign investment 
enterprises in Fujian has had the following new special 
features: 


A. Foreign investors were mostly the “three types of 
overseas Chinese,” i.e., Chinese in Hong Kong, Taiwan, 
and foreign countries, with a steady increase in investors 
from other countries and regions. Eight million overseas 
Chinese came from Fujian, as did 800,000 residents of 
Hong Kong and Macao, and 80 percent of Taiwanese’ 
residents’ original family home was Fujian. With 
expanded opening up to the outside and improvement of 
the conditions for investment, they have been eager to 
invest in their hometowns, and have become the main 
body of foreign investment in Fujian Province. Up to 
July, 1993, investors from 32 countries or regions had 
invested in Fujian. If calculating on a basis of approved 
contracted foreign capital, capital from Hong Kong and 
Macao constituted 55.8 percent of the total, capital from 
Taiwan made up 24.9 percent, with 19.3 percent coming 
from other foreign countries and regions. In recent years, 
industrial and commercial business people from Europe, 
the United States, and Southeast Asia have had opti- 
mistic views of the excellent investment circumstances 
in Fujian, so investors increased rapidly. Among newly 
approved investment projects in 1992, 54 were Amer- 
ican, with contracted capital amount to $144 million; 
nine were Canadian, with contracted capital amounting 
to $36.66 million; 65 were from Singapore, with con- 
tracted capital amounting to $200 million; 73 were from 
the Philippines, with contracted capital amounting to 
$149 million; | 7 were Malaysian, with contracted capital 
amounting to $41.63 million; 17 were Indonesian, with 
contracted capital amounting to $34.2 million. 


B. There was an increase in the number of major foreign 
investment projects, a big breakthrough in attracting 
major investors. In recent years, there have been many 
achievements in the work of inviting tenders, resulting in 
a series of visits to Fujian by some large financial groups 
with considerable influence overseas, and some impor- 
tant industrial business people. These were to negotiate 
investment in large scale construction and development. 
Preliminary statistics indicate that there are 10 major 
investment projects throughout the province which have 
gross capital of more than $100 million, and 163 invest- 
ment projects with over $10 million in capital. What is 
especially inspiring is that these big financial groups and 
investors have shifted from mostly checking out the 
investment environment into an actual development and 
construction period. The success rate of negotiations 1s 
higher, projects are implemented quickly, and one by 
one a large group of major projects have commenced 
establishment and operations. There are 38 major 
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projects of over $10 million which have gone into 
production in Fuzhou, and most of the big projects in 
such cities as Xiameng, Quanzhou, Putian, and Zhang- 
zhou, have gone into production one by one. Foreign 
capital investment construction along the entire first line 
of the coastal area is displaying a robust situation. 


C. The scope of foreign capital investment has expanded 
further, with the direction of capital developing toward 
tertiary industries. Since 1992, foreign capital invest- 
ment has developed into multiple areas, in projects 
involved with over 90 industries, including agriculture, 
forestry, poultry, fisheries, the feed industry, coal 
industry, metallurgy, building materials, electricity, 
mechanical manufactures, textiles, shoe manufacturing, 
plastic products, bamboo and wood processing, furni- 
ture, paper manufacturing, the chemical industry, chem- 
ical fibers, printing, traffic, transportation, electric 
power, real estate, food, hotel information inquiry, 
health, sports, literature and art, broadcasting and tele- 
vision, public affairs, and finance, etc. In particular, 
pushed by the reform and opening in China and guided 
by industrial policies, some big business people have not 
hesitated to put considerable amounts of money into 
renewal of the older districts of cities, helping to develop 
such public concerns as traffic, electric power, etc. and 
vigorously developing such tourism and shopping facil- 
ities as hotels, shopping centers, retail sales outlets, 
holiday villages, high class vocation centers, large scale 
entertainment places, etc., which touched off a wave of 
tertiary industry development. Looking at the industrial 
structure of foreign investment, among the currently 
approved amount of foreign capital, 1.9 percent went 
into primary industry, 67.8 percent went into secondary 
industry, and 36.8 percent went to tertiary industry. The 
rate of investment for this tertiary capital had obviously 
increased. 


D. The open coastal areas dominate investment distri- 
bution, but this is gradually spreading toward the moun- 
tainous regions inland. Fujian’s open coastal area has 
very favorable conditions, such as nearness to Hong 
Kong, Macao and Taiwan, convenient traffic and favor- 
able policies, etc., so it is still a hot spot for foreign 
investment. Up the end of July, 1993, among 11,038 
foreign investment projects throughout the province, the 
city of Fuzhou had 2,516 projects, with agreements for 
$7.52 billion in foreign capital, and $663 million in 
foreign capital actually in use; Xiamen had 2,009 
projects, with $5.286 billion in foreign capital agreed 
upon, and $1.286 billion actually in use; Quanzhou had 
3,386 projects, with agreements for $4.06 billion in 
foreign capital, and $583 million actually in use; Putian 
had 654 projects, with agreements on $1.748 billion in 
foreign capital, and $234 million in foreign capital 
actually in use; Zhangzhou had 978 projects, with agree- 
ments on $1.33 billion in foreign capital, and $212 
million in foreign capital actually in use. With the overall 
investment environment improved and the open areas 
expanded, foreign investment has moved steadily inland 
to the mountainous region from the coastal area, there 
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has been a rapid increase in the number of investors 
engaged in mining, forestry, tourism, etc., and a group of 
foreign investment projects have developed along the 
mountain railway line. Among these, Longyan had 328 
projects, with agreements on $318 million in foreign 
capital, and $40.23 million in foreign capital actually in 
use; Ningde had 354 projects, with agreements on $261 
million in foreign capital, and $83.92 million in foreign 
capital actually in use; Shanmin had 347 projects, with 
agreements on $210 million, and $33.24 million in 
foreign capital actually in use. 


E. Investment form was initially the single project typ: , 
but gradually developed into a series of developments, 
Opening up regionally. In the early part of the 1980s, 
foreign commercial investment in Fujian was dominated 
by scattered manufacturers, with single projects. In the 
middle and later years of that decade, there appeared a 
series of trade developments, and in the 1990s regional 
development has taken a more complete form, with land 
packet development becoming an important pattern in 
foreign commercial investments. Up to the end of May, 
1993, the province had approved 79 parcels of land for 
foreign commercial development projects. The con- 
tracted amount of land to be developed in these areas in 
the near term is 48.34 square kilometers, with $1.828 
billion in foreign capital. In these parcels of development 
areas, the imported projects will have a higher starting 
point, with complete supporting public facilities such as 
water, electricity, roads, posts and telecommunications, 
pollution control, etc., and most of projects can be 
developed and built in the time framework specified in 
the contracts. At present, 34 projects are under construc- 
tion, and 12 projects, including Ronggiao, Hongkuan, 
Yuanzai, Majia, Panlong, and Zhenshi, have gone into 
production or are close to completion. Basically, the 
pattern followed has been rolling development—develop 
a packet, construct a packet, then profit from it. Take for 
example, the Ronggiao Economic and Technical Devel- 
opment Zone in the city of Fuqin: during the five years 
after it was established, the State put only 2 million yuan 
into it, while foreign investors put in $596 million yuan; 
an enterprise group was formed in the development area, 
which established and constructed 107 foreign capital 
enterprises, and 58 enterprises had gone into production, 
with forecast earnings of 2.5 billion yuan annually, and 
$300 million in foreign currency. Also, in Fugqin’s 
Hongyuan Investment Zone, since it was established 
over one year ago, 10 square kilometers were developed 
in the first phase, and 17 initial projects were listed in the 
plan, a large group of projects, including a flower mill, 
paper manufacturer, a petroleum plant, etc. In an intense 
campaign of preparation for the establishment and con- 
struction of a 30,000 ton port, they are building an 
infrastructure in the zone, such as water, electricity, 
posts, roads, etc., and a start has been made on all of 
these. 


F. It accelerates gathering foreign commercial invest- 
ment enterprises into groups, and further improves their 
technical and managerial level. In recent years, some 








JPRS-CAR-94-004 
13 January 1994 


foreign commercial investment enterprises have gradu- 
ally developed into groups on the basis of making higher 
profits. Large groupings of powerful enterprises have 
organized and built up enterprise groups, such as the 
Fuyao Glass Industry Corporation, Ltd., and Yong- 
dexing Corporation, Ltd., continuously enlarging the 
enterprises’ degree of grouping. In cities where foreign 
enterprises are concentrated, there has been formed a 
pattern of trade association and specialization alleys. 
Foreign capital enterprises in Jinjiang are enthusiasti- 
cally applying themselves to building a “shoe city,” a 
regional shoe production center and large scale special- 
ized shoe trade market which will spread across the 
country with production, operations, wholesale and 
retail sales all combined in one entity. In Fujiang’s open 
coastal areas, there has been a wave of development, a 
“shoe city,” “fashion city,” “umbrella city,” “toy city,” 
“packing city,” etc., with different special features. In 
addition, the technical structure of foreign investment 
enterprises has obviously improved. A group of enter- 
prises concentrated as to technology and capital were 
established in succession in the past several years. Take 
for example, the Guanjie Electricity Enterprise in 
Fuqing: its imported electric terminal indicator produc- 
tion line can produce 200,000 terminal indicators per 
year; the high technical level of its facility and the size of 
its production scale can be termed first class in the same 
industry in the nation. With enterprises becoming more 
specialized and automated, many foreign investment 
enterprises are computerizing their routine management 
operations, inviting a large number of people with spe- 
cialized qualifications and knowledge of modern enter- 
prise management. Their attention to building an enter- 
prise culture has brought their operations and 
management to a new level. 


G. Gaining considerable notice has been the high rate of 
independent capital enterprises and the phenomenon of 
state owned enterprises “grafting” foreign capital to 
increase the proportion of independent capital invest- 
ment. At present, it occupies 60.7 percent of foreign 
capital enterprises. All of Fujian’s prefectures and cities 
have also selected a group of state-owned enterprises to 
“graft” foreign capital, implementing multiple forms of 
joint ventures in plants, workshops, foreign investor 
purchasing, leasing and foreign investor contracting, 
importing the operational system of foreign capital 
enterprises. The Hong Kong Zhongche Investment Cor- 
poration, Ltd., is carrying out a joint venture with 41 
state-owned enterprises in the city of Quanzhou, which 
will be a “total” remolding, with a total investment of | 
billion yuan. This action has had the positive effect of 
alleviating the financial burden on Quanzhou’s city 
government, changing the operating system of state- 
owned enterprises, promoting Quanzhou’s state-owned 
enterprises, readjusting and promoting the level of 
industrial structure. This has attracted attention from all 
sectors. 


ECONOMIC 29 


II. We Cannot Ignore the Role That Development of 
Foreign Investment Enterprises Has Played in Fujian’s 
Booming Economy and Social Progress 


The abrupt rise of foreign investment enterprises in 
Fujian has had a positive effect in promoting Fujian’s 
opening and reform and socioeconomic development, 
chiefly manifested as: 


A. Furthering the adjustment and perfecting of the 
socialist ownership structure, bringing new motivation 
and vitality to development of the domestic economy. 
The rapid development of foreign investment enter- 
prises has fostered new competition in the main body of 
the domestic economic system, and causing the single 
ownership structure in Fujian province to start to shift to 
a multiple level ownership structure in which the public 
ownership system is dominant. It has formed a new 
developmental pattern in which state ownership, collec- 
tive, township, foreign capital, individual, and private 
ownership enterprises promote and spur on one another, 
and stimulated the domestic economy’s rapid develop- 
ment. During January to July of this year, Fujian had a 
gross output of 46.154 billion yuan in agriculture and 
industry, an increase of 36.6 percent over last year, 
including 16.11 billion yuan industrial output achieved 
by foreign investment enterprises, a 56.8 percent 
increase, and 35 percent of the province’s industrial 
output above the township level. Among newly added 
industry in the province, foreign investment enterprises 
occupied 47.4 percent. The arrival of a great many 
foreign enterprises has become the conduit for efficient 
allocation between the international and domestic mar- 
kets, and for two types of resources, in such industries as 
electricity, shoe manufacture, building materials, 
machinery, light industry, the food trade, etc. Foreign 
investment enterprises and the state-owned, collective, 
and township enterprises are supporting each other to 
form a batch of close or semi-close joint stock enterprise 
groups guided by the international market, centered on 
export products, and linked by economic benefits. To 
take the shoe industry as an example, foreign investment 
enterprises took eight world famous sports shoes as their 
chief product, and brought the products of more than 
1,000 State owned, collective, and township shoe man- 
ufacturing enterprises into the international market. 


B. Accelerating readjustment of industrial structure, pro- 
moting improvement and replacement of product mix. 
The development of foreign investment enterprises has 
presented new challenges and vitality to industrial struc- 
ture adjustment in Fujian, remolding and developing not 
only such traditional industries as electricity, shoe manu- 
facturing, clothing, toys, gold and silver jewelry, beverages, 
feed, machine processing, medicinal chemistry, etc., but 
also appearing in a batch of new products which are 
suitable for both domestic and overseas markets. These 
industries, which include electricity, plastics and rubber, 
shoe manufacturing, building materials, and clothing man- 
ufacturing, etc., have become mainstay industries in 
Fujian. This has greatly accelerated the process of indus- 
trial structure adjustment, and improved the structure and 
distribution of trade. The boom in foreign investment 
enterprises has led to the replacement of a group of older 
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enterprises in Fujian, refinement and distillation of tradi- 
tional technology, and brought the quality, design, mod- 
eling, and packing of products to a new level. A large group 
of products have won either the international gold prize, or 
the national, ministry, and provincial titles for excellence, 
and are selling well in the domestic and overseas markets. 


C. Increasing the state’s revenue income, promoting the 
public matters of society’s development. There has been 
an annual increase in the amount of revenue from 
foreign investment enterprises throughout the province, 
and these have become an important channel of Fujian’s 
revenue. In 1992, 1.1 billion yuan in various revenues 
were turned over by foreign investment enterprises, 
which was one-seventh of the provincial revenue 
income; this is expected to rise to 1.4 billion yuan in 
1993. In addition, numerous foreign investors have 
enthusiastically aided in the development of such soci- 
etal welfare and public affairs matters as education, 
health, sports, cultural, roads and electric power, etc. 
They have been generous with contributions of money or 
materials, and have made greater contributions to the 
modernization of their hometowns. 


D. Importing a batch of advanced technology and equip- 
ment, promoting a scientific and technical boom. In 
recent years, the direction of foreign capital investment 
has begun shifting from labor intensive industries to 
capital and technology intensive industries. The tech- 
nical level and amount of science and technology in 
imported equipment has improved greatly, with some 
enterprises imported facilities and technology attaining 
the international advanced level of the 1990s, so it has 
greatly accelerated the pace of Fujian industry's 
becoming more scientific and technical. Meanwhile, 
foreign invested enterprises have invited a large number 
of scientific and technical personnel to China, com- 
bining their favorable capital situation with the cheap 
science and technology of the mainland, in an advanta- 
geous merger to cooperate on preparing new technology 
and developing new products, to produce a very strong 
competitive power in the international market. It can be 
said that foreign investment enterprises have been in the 
forefront of enterprise technical progress in Fujian Prov- 
ince, and the “point man” in promoting scientific 
industry in the province. 


E. Development of an export-oriented economy, pro- 
moting links between the economy of Fujian and the 
international market. Foreign investment enterprises are 
Fujian’s bridge and link to the outside, and are an 
important pillar of Fujian’s export oriented economy. 
Among Fujian’s 4,300 foreign investment enterprises 
which have gone into production, as many as 3,000 are 
export enterprises. Through their flexible operating 
system, foreign investment enterprises rapidly linked 
international and domestic production features, pro- 
ducing goods which promptly entered the international 
market, rapidly promoting foreign trade and export 
increases in Fujian. Among a $4.2 billion foreign trade 
and expert volume in the province in 1992, the self 
operated exports of foreign investment enterprises was 
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$1.814 billion, which was 42.43 percent of the gross 
provincial exports; among gross provincial exports of 
$2.812 billion during January to July of this year, the self 
operated exports of foreign investment enterprises was 
$1.389 billion, which was 49 percent of the gross. Of the 
surplus in the balance of foreign exchange, in 1992, $567 
million was transferred to the market, and $279 was paid 
in, making for a foreign exchange net of $288 million. 
Foreign investment enterprises’ management model and 
operating systems were affected chiefly by international 
practice and adjustment of international market opera- 
tional regulations, and had a positive learning effect on 
speeding up enterprise reform in Fujian and building the 
socialist market economy. Some of the state-owned, 
collective, and township enterprises in Fujian imported 
the scientific management model of foreign investment 
enterprises, but insisted that there be the following 
preconditions: public ownership and distribution 
according to work; establishment of an operations 
system with responsibility; rights and profits be unified; 
implementation of regularized production and manage- 
ment, standarized technological management, and sys- 
tematic personnel management. All operations and man- 
agement had to comply with international practice 
which improved production and economic benefits of 
enterprises, and laid a good foundation for connecting 
Fujian’s provincial economy with the international 
market as soon as possible after joining GATT. 


F. Wider channels and means of employment, and easing 
the societal pressures from job-seeking. So far, the prov- 
ince’s foreign investment enterprises have hired 530,000 
employees, which was 9.8 percent of hires in all of society. 
The rapid development of foreign investment enterprises 
not only brought jobs to a great many of the urban unem- 
ployed, but also made use of a large group of rural society's 
surplus labor force. This played an important role in 
reducing the State’s investment in employment, casing 
societal pressures from job-seeking an promoting social 
stability. 


G. Promoting the concept of opening among the people of 
Fujian Province, and building closer relationships with the 
Hong Kong, Macao, and Taiwan region and with neigh- 
boring countries. The development of foreign investment 
enterprises has promoted the concepts of opening and the 
market economy among the people of Fujian, nurturing 
and training a group of talented, export-oriented people 
familiar with international economics and trade, and good 
at operations and management. Meanwhile, building 
closer contacts between Fujian and with the people of 
Hong Kong and Taiwan, Southeast Asia, Europe, and the 
United States, has strengthened mutual understanding and 
friendship, which was helpful to the country’s unification 
and peace, and has been helpful in promoting direct and 
early “three communications” between the two banks of 
the straits, as well as being helpful in consolidating and 
developing warm friendships with neighboring countries. 
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Overall, after 15 years’ of reform and opening to the 
outside, foreign investment enterprises have continued 
to widen the spheres of their operations, and with the 
rapid expansion of the scope of their operations, and 
development of their economic power, they have 
become an important pillar of the Fujian provincial 
economy, having a decisive effect on such fields as 
industry, real estate, hotel services, etc., and the city 
construction trade in Fujian province, and have been an 
indispensable force in Fujian’s modernization. The 15 
years of hard work not only embodies the hard work of 
vast numbers of cadres and masses, but also the enthu- 
siastic support and contributions of compatriots in Hong 
Kong, Macao, Taiwan, and also foreign investors, a 
positive development. The establishment and develop- 
ment of foreign investor groups has been a leading factor 
in our flourishing economy and our social development. 


FOREIGN TRADE, INVESTMENT 


State Councilman on New Trends in Opening Up 


94CE0225A Beijing JINGJI RIBAO in Chinese 
21 Nov 93 p 1 


[Report by staff reporter Li Zhengping (2621 3630 1627): 
“Ten Major Trends in China’s Opening Up to the Outside 
World—An Interview With Hu Ping, Director of the 
Special Economic Zone Office of the State Council”] 


[Text] China will further expand its opening up to the 
outside world. This is a strategic decision made by the 
Communist Party of China in order to establish a 
socialist market economy. However, how to implement 
the decision? This question has aroused attention from 
all circles. On 19 November this reporter interviewed Hu 
Ping, director of the Special Economic Zone Office of 
the State Council, who was presiding at the Fifth 
National WorK Conference on Economic Development 
Zones held in Tianjin. Hu Ping used over two hours to 
brief this reporter on 10 major trends in China’s opening 
to the outside world in the 1990s. 


Major Trend One: Objective Sao to ye 
World Is C ng From Ex 

on Promoting Exports From Coastal Regions > yam 
“Neutrality” Centered on Keeping Country's Imports, 
Exports in Equilibrium 


China’s exports, Hu Ping said, should continue to be 
encouraged to compete on the world market and 
improve their own standing continually. But if China 
only strives to encourage exports, China will inevitably 
experience too many international economic frictions. 
At the same time China cannot particularly encourage 
imports. First, while there is demand, there is not that 
much foreign exchange. Second, that course of action 
will conflict with the overall goals of developing national 
industry, adjusting economic structure, and establishing 
an independent economic system. Therefore, with regard 
to the overall objective of opening to the outside world, 
it is advisable to formulate a “neutral” objective which 
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neither particularly encourages exports nor particularly 
encourages imports, so as to make it possible both to 
maintain the market's attractiveness and to enhance 
international competitiveness. 


Major Trend Two: Opening to Outside World Is 
Changing From Moving in Forward Direction Into 
Moving in Both Di 


During the 1990s, while promoting domestic economic 
development by making use of international economic 
forces, it is necessary to employ a two-direction strategy, 
so as to exploit the two markets, use the two kinds of 
resources, and learn the two sets of skills in a compre- 
hensive manner. In addition to developing transnational 
business operations and carrying out international trade, 
it is necessary to encourage the carrying out of opera- 
tions in Third World countries to develop resource 
products in short supply on the Chinese market. Such 
operations can simultaneously stimulate technology, 
equipment, and labor service exports and increase the 
availability of resources in short supply on China's 
domestic market, thereby achieving several things with 
one stroke. Comrade Xiaoping said that “it is necessary 
to adopt new ways to increase South-South coopera- 
tion.”” To that end, the government should provide 
support by adopting supporting policies on credit funds, 
insurance, taxation, and the sale of products in China. 


Major Trend Three: International Economic 

Cooperation Is Developing From Undiversified, 

— Level to a Higher, Diversified and Multilateral 
v 


The development of the Tumen River proposed in recent 
years, Hu Ping said, involves six Northeast Asian coun- 
tries, China, Russia, the DPRK, the ROK, Mongolia, 
and Japan, encompassing an area of 30,000 square km. 
This area enjoys both geographical and resource advan- 
tages, and, from a long-term perspective, has great poten- 
tial for cooperative development. The joint development 
of the upper reaches of the Mekong River involves the 
four countries of China, Thailand, Myanmar, and Laos. 
Thailand is rather enthusiastic about it. Our Yunnan 
Province has taken initial steps to open transportation 
routes to Myanmar. This region is characterized by 
strong mutual complementarity in hydropower, tourism, 
agricultural, mineral, and other resources. Joint develop- 
ment, leading to the emergence of a “golden square” in 
Southeast Asia, constitutes a new situation in the 
opening to the outside world. With regard to the western 
borders, Korgas Pass has also proposed a new line of 
thought, calling for the establishment of a zone of border 
trade cooperation between Xinjiang and Kazakhstan so 
as to create channels of border trade between the two 
countries. Besides, the Suzhou industrial zone to be 
jointly developed by the government of Singapore and 
Jiangsu Province, a zone now in the planning stage, will 
cover 8 square km in its first phase. All those develop- 
ments demand that we use political, economic, and 
diplomatic means in a comprehensive way in an effort to 
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produce a new situation regarding the long-term effort to 
open up to the outside world, a situation which is 
beneficial to us on a long-term basis and based on 
international mutual complementarity. 


Major Trend Four: Situation of Opening to Outside 
World Is Turning From One Characterized by 
Development Centered on Coastal Regions Into One 
Characterized by Deeper, More Extensive Development 
Involving Border and River-Valley Regions 


In the 1990s the “coastal, border, and river-valley” 
strategy will be expanded in terms of extending the geo- 
graphic scope and increasing the depth of development in 
the various industries. Currently, foreign enterprises are 
not only cooperating with state-owned enterprises, but 
have also created a new situation characterized by the 
forming of partnerships with township enterprises and 
private enterprises. The economic sector based on public 
ownership can consolidate its status as the main actor only 
through competition. Comrade Xiaoping said, “The fur- 
ther reform and opening up proceed, the greater the 
capacity to bear and withstand risks there will be.” This 
argument is completely correct. 


Major Trend Five: Opening to Outside World Is 
Extending From Coastal, er, and River-Valley 
Regions to Hinterland 


There now exists, he said, a view that it is necessary to be 
tilted in favor of some industries but no longer in favor of 
some regions. This view has some merit. The opening up 
process of the central and western regions should be appro- 
priately accelerated. When conditions are ready, it is neces- 
sary to add some cities to the ranks of open cities. Invest- 
ment policy should be based on integrating industrial policy 
and regional policy. With regard to guiding foreign invest- 
ment, in addition to following the established policies 
concerning the coastal regions, it is also necessary to formu- 
late some encouragement policies in view of the unique 
strengths of the Northwest and Southwest. For instance, it is 
necessary to study special policies with regard to such 
matters as comprehensive resource development, the devel- 
opment of the reservoirs area at the Three Gorges of the 
Yangtze River, and the energy development in the South- 
west. With regard to the issue of the coastal regions’ helping 
the central and western regions in an effort to achieve 
common development, it is also necessary to use economic 
methods and adopt various forms such as partnership and 
cooperation in accordance with Comrade X‘aoping’s 
instructions, and create a path in the 1990s. 


Major Trend Six: Construction of Development Zones 
Is Changing From Separate Construction Into Group 
Construction and Zones Are Turning From Being 
Unifunctional Into Being Multifunctional 


As director of the Special Economic Zone Office, Hu Ping 
has special feelings for the development zone, a product of 
the opening up to the outside world. After the cleaning up 
and cooling down, he said, the remaining development 
zones across the country which should get heated up will get 
heated up; that is, it is necessary to act in such a way as 
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capabilities would allow, engaging actively in development 
while improving efficiency. Those zones can thus become 
the new growth segments of our country’s productive forces 
and produce a new colony of industry. 


There is now a trend to form partnership relations among 
development zones which are forming partnerships and 
carrying out cooperation in the areas of information, 
planning, designing, business promotion, management, 
personnel training, etc. The development zones (including 
bonded zones) are exploring the use of international prac- 
tices for the deepening of the development function so that 
they can develop in a multifunctional and all-dimensional 
direction. The development zones with the necessary con- 
ditions are exploring ways of developing operations in the 
central and western regions or even abroad. Many devel- 
opment zones have become windows of opening to the 
outside world as well as bases for efforts to adjust indus- 
trial structure, to promote the grafting of new contempo- 
rary technologies onto old enterprises, and to make the 
economy climb another step. As Comrade Xiaoping said, 
“The development zones have a great hope.” 


Major Trend Seven: Foreign Investment Is Changing 
From Being Focused on Manufacturing of Exports Into 
Moving in Direction ——— Industrial Operations 
and Diversified Operations, and Is Turning From Being 
an Investment Type Into Being an Investment-Finance 
Integration Type 


After 15 years of opening up to the outside world, foreign 
investment has now reached a certain scale. The target 
area of foreign investment has now extended to basic 
industries, basic sectors, and some tertiary industries, 
and the trend ts good. Some large international corpora- 
tions are making a strategic shift toward China. It should 
be particularly noted that not only ts international cap- 
ital inclined to invest in China, but that it 1s also forming 
joint ventures with influential enterprises in China on 
the basis of adopting the joint-stock system and then 
having the stocks sold on the markets of developed 
countries. The use of this practice indicates that our 
country’s industrial capital 1s being transformed into 
financial capital and is moving from the domestic 
market to the international market. According to the 
international financial community, China, a “mountain- 
climbing tiger,” will reach the summit, and it is hard to 
estimate its international impact. This development 
trend tells us that in using foreign investment, it is not 
only necessary to focus on introducing new technologies 
and developing new products, but also necessary to carry 
out in-depth, multiangular, and comprehensive analysis 
and formulate policies accordingly, so that the use of 
foreign investment may develop in a direction which is 
both appropriate to the new trends in international 
investment and more beneficial to China. 


Major Trend Eight: Relations With Hong Kong, 
Macao, and Taiwan, Once Based on Trade Cooperation, 
Are Developing in Direction of Economic Integration 


The years 1997 and 1999 are coming soon. After the 
problems of resumption of sovereignty between the main- 
land on the one hand and Hong Kong and Macao on the 
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other are resolved, the trend of economic integration 
encompassing the markets of Hong Kong, Macao, and the 
mainland will further grow under the general policy of 
“one country, two systems.” Consequently, capital and 
technology from Hong Kong and Macao in large quantities 
will enter the hinterland market, and affect the manufac- 
turing sector, infrastructure, basic industries, tertiary 
industries, and many other spheres on the mainland. The 
semiofficial Trade Development Office of Hong Kong 
made Europe and North America the focus of trade 
investment in the past, but has carried out deep-going 
advances into the hinterland in recent years by using the 
“uniform packaging” method. Recently people in Taiwan 
have proposed that special zones, facing the coastal regions 
of the mainland, be established in Taiwan. They have cried 
out in alarm: “As Hong Kong has adopted the uniform 
packaging method, what should Taiwan do?” Their idea of 
a “Chinese economic sphere” has some sound elements. 
We should provide adroit guidance in view of the circum- 
stances, but should not ignore the idea. It can be expected 
that there will be a new trend in the economic and trade 
relations between the mainland and Taiwan in the 1990s. 


Major Trend Nine: Opening Up to Outside World Is 
Extending to Deeper Levels and Is Proceeding in a 
Comprehensive Manner 


The expansion of opening to the outside world requires 
the establishment of a set of new systems and mecha- 
nisms functioning at all levels. The more deep-level 
problems the opening to the outside world encounters, 
the more necessary it is to establish an effective system 
of macroeconomic regulation and control. In the future 
there will be fewer and fewer proposals to attract foreign 
capital through preferential policies. Instead, competi- 
tion and service will constitute the key factor deter- 
mining whether one succeeds or fails. Therefore, it is 
especially necessary to give emphasis to the construction 
of the investment environment, including the construc- 
tion of both the hard environment and soft environment. 
The training of personnel needed for the opening to the 
outside world is the fundamental guarantee of the cause 
of opening to the outside world. 


Major Trend Ten: Opening to Outside World Is 

Changing From Being Just an Economic Matter Into 

a in Di of Combining Economics and 
ulture 


According to him, the integration of economics and cul- 
ture represents a worldwide trend at the present time, and 
cultural strength is part of comprehensive national capa- 
bilities. The integration of economics and culture is still in 
the phase of coming into being in China. Promoting the 
combining of economics and culture can give vitality, 
motive force, and attractiveness to the economy being 
opened up to the outside world, and can also provide a 
spiritual pillar and social constraining forces contributing 
to the prevention of corruption in society, while pushing 
China’s fine traditional culture to a new high. 


Hu Ping used a vivid, figurative saying, “the sea of 
bitterness has bounds, but turning back will not lead one 
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to the shore,” to describe the general trend in China’s 
opening to the outside world. The Chinese economy, he 
said, was on the verge of collapse 15 years ago. During 
the past 15 years, the reform and opening up have 
extricated China from the sea of bitterness. Facts have 
proven that only by advancing bravely in the process of 
reform and opening up will we be able to achieve the 
great goal set for us by Comrade Xiaoping. 


China Vulnerable to Antidumping Action 


94CE0227A Guangzhou JINAN XUEBAO [JOURNAL 
OF JINAN UNIVERSITY] in Chinese No 57, 20 Oct 93 
pp 14-18 


[Article by Chen Xue (7115 7185) and responsible editor 
Xie Xuelian (6200 7185 5571): “A Tentative Discussion 
of Legal Countermeasures To Be Taken by China 
Against Hostile Antidumping Laws’’} 


[Excerpts] [passage omitted] III. Inherent Causes of, 
Legal Countermeasures Against Antidumping Actions 


Apart from some irrational provisions of antidumping 
laws in foreign countries and in the rules of the General 
Agreement on Tariffs and Trade [GATT] and in their 
application, there are also in China’s own present political 
and economic system many deficiencies and problems 
which have given cause for investigations of China's 
conditions by various European and American countries. 


A. China’s foreign trade system is basically one of strict 
controls, but in actual fact, exports are not effectively 
administered, and imports too are not strictly controlled. 
On the other hand, all export-import companies and 
foreign trade-oriented enterprises are themselves respon- 
sible for earning their own foreig): exchange and for their 
own profits, and they are also ignorant of the law. For these 
reasons they will not hesitate to fight among themselves, 
pushing down each other’s export prices, causing a contin- 
uous decline in the prices of China's export products. This 
then of course easily incurs accusations of dumping. 


B. Target areas of China’s exports are limited and export 
distribution is irrational. Because China’s reform and 
opening up has only been going on for a short time, 
China’s markets abroad are still very limited. The coun- 
tries and territories to which China presently exports on 
a regular basis are Hong Kong, the European Commu- 
nity, and the United States. Chinese products have not 
yet penetrated other markets, such as Latin America, for 
example. Under these circumstances, export products 
are being distributed to an extremely narrow field, and 
there is also no unified coordination between China’s 
enterprises, so that the allocation of markets has very 
obviously become somewhat irrational. Even more 
serious is the widespread practice of the “three ins and 
one compensation” trade (importing materials for pro- 
cessing, importing samples and ordering corresponding 
goods, importing parts for assembly, and compensation 
trade). Although these types of trade have, to a certain 
extent, been profitable for China, the various countries 
will compute quantities and prices according to the 
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origin of the merchandise. China's profits will then be 
extremely small, while Hong Kong, the main entrepot for 
such trade, will reap the largest share of the profits, while 
China will also have to bear the risk of antidumping 
measures by foreign countries. 


In view of the two points mentioned above, China must 
adopt, in legal respects and as soon as possible, the 
following measures: 


1. In legal respects, there has to be a further clarification of 
the legal position of the various state agencies in charge of 
import-export affairs and of all import-export companies 
and enterprises, and a clarification of their respective rights 
and obligations. This would require that China promulgate 
as soon as possible a “Foreign Trade Law,” which would 
have to fix in legal terms the whole series of mutual relations 
involved, and should lead to a state of affairs in which 
economic activities would have laws to rely on and rules to 
follow. The state’s import-export administration must com- 
bine the strict with the moderate, and must take firm control 
of the main issues. At present, China's agencies in charge are 
assuming administrative charge of everything, but in actual 
fact administer everything badly. In my opinion, an agency, 
placed in administrative charge by the government, must 
not take on and concern itself with all matters, big and 
small. Moreover, China's present system of strict adminis- 
trative controls is unsuited to China's further efforts at 
reform and opening up, and incompatible with the policy of 
moving the foreign trade companies and enterprises toward 
the international market and having them participate 
directly in the competition. The state organs in charge 
should as soon as possible readjust the direction and mech- 
anism of their own administrative controls. They should 
adhere for themselves to the larger orientation of serving the 
enterprises, they should strengthen contacts with foreign 
governments, help enterprises actively open up overseas 
markets, transmit information, exert efforts in dispelling 
concerns and resolving difficulties on the part of the enter- 
prises, and should do a good job of well-coordinated con- 
trols and effective guidance. In their capacity of agents of 
foreign trade, the import-export companies and enterprises 
must then, with regard to their organizational setup and 
with regard to the macro-controls they are subjected to, 
actively and of their own accord respect and comply with 
administrative measures of contro! by superior departments 
in charge. There must be no passive resistance and going 
one’s own way. At the same time, the foreign trade enter- 
prises and companies in all regions and of all systems must 
strengthen their lateral economic associations, mutually 
exchange information, and mutually coordinate action. 
There must be no “civil war” among ourselves, we must 
take a unified stand against the outside world, and there 
must be, as far as possible, identity of prices for the same 
king of commodities. At the same time as we shall actively 
open up and expand international markets, we must better 
coordinate the allocation of present international markets. 
It has already been proven that engaging highhandedly in 
internal competition among ourselves, to gain profits 
merely for one’s own unit, may result in a temporary and 
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one-time profit, but that it will ultimately not only harm the 
interests of others and of the state, but also not necessarily 
be of profit for oneself. 


2. Strengthening investigation and study of the legal 
antidumping code of GATT and relevant legislation in 
other countries, and compiling a Chinese antidumping 
law, antisubsidy law, and other relevant laws. 


As Chinese products are imported by other countries, they 
will be subject to the limitations of the antidumping laws of 
those countries, while when foreign products enter China, 
China has no corresponding limitations or restrictions by 
way of antidumping legislation. This is not fair, and is also 
not a normal situation. Even though China is presently 
achieving a certain positive result in protecting the Chinese 
internal market by means of quantitative restrictions and 
raising import duty, this is not a good long-range device. If 
it is the intention to actively develop national industries, 
achieve a smooth entry into GATT and as quickly as 
possible adjust to the situation after joining GATT, the most 
positive and active alternative is to set up, as quickly as 
possible, a Chinese antidumping system. This would pre- 
vent the large-scale dumping of foreign products in China, 
would prevent irrational harm being thereby done to 
China's national industries by foreign imports, and would 
promote China's industrial readjustment and the healthy 
development of China’s market economy. Enactment of a 
Chinese antidumping law would necessitate a more inten- 
sive investigation and study of the antidumping rules of 
GATT and the antidumping laws of other countries. We 
should take GATT’s antidumping rules as basis, give in 
addition consideration to the specific conditions in China, 
in formulating an antidumping law and antisubsidy law that 
has Chinese characteristics and 1s consonant with the inter- 
national developmental trend. 


Simultaneously, China also needs to perfect its present 
legislation concerning foreign economic relations, to suit 
the ongoing reform and opening up, especially with a 
view to the new situation after joining GATT. Every- 
thing that is outdated and backward in Chinas’ legisla- 
tion must be changed, and made to conform with the 
demands of world standards in economics and trade and 
with the fundamental principles of GATT. 


3. Adopting effective countermeasures in actual practice, 
no passive attitude and suffering a beating. 


First of all, we must thoroughly study and utilize the 
exceptional clauses in GATT rules to protect China's 
national industries. GATT, being an international eco- 
nomic treaty, is at the same time the product of antago- 
nisms and compromises between the signatory states. In 
order to coordinate the interests of the various signatory 
states, GATT included certain exceptional ciauses. 
Through sustained struggle and effort, the developing 
countries gained inclusion of some additional preferen- 
tial measures favoring the developing countries. Among 
these, the ones that China can use to its advantage are: 


1) The clause concerning the balance of international 
receipts and payments. According to Article 12, China 
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may, for the reason of protecting its foreign financial status 
and international balance of payments, place a limit on the 
quantity and value of imported commodities. 2) The 
protective clause. According to Article 18, China may, for 
the reason of raising the general living standards of its 
people and of accelerating the buildup of its infant 
industry, adopt appropriate customs- and non- 

ed measures. According to the provisions of 
Article 19, China, having undertaken the obligations that 
include a reduction of customs duties, may, if that would 
allow a large influx of certain products and thereby seri- 
ously harm or seriously threaten domestic production of 
the same kind of products, completely or partly abrogate, 
for a time, the said obligation. 3) Exceptional clause. If 
certain particular commodities pose a problem as to a 
country’s protection of natural resources, environmental 
protection, its public health or national security, GATT 
rules allow the importing country in question to impose 
restrictions on the importation or prohibit the importation 
of this kind of articles. 


Apart from making full use of the legal provisions, China's 
import-export companies and enterprises should also give 
serious attention to the utilization of legal techniques. Many 
Chinese import-export companies and enterprises are little 
knowledgeable as to international treaties and foreign laws, 
and pay little attention even to domestic laws. If they are 
one day brought before a court of law as defendants, they 
will therefore, not know what law to adduce to protect their 
own interests. Their methods will then be merely negative 
and passive; they will in such a case try to shift responsi- 
bility to others and argue back and forth, and not actively 
meet the accusation. At the same time, they do not know 
how to utilize the special advantages of joint interests with 
export merchants, distributors, or commission agents, and 
will make no effort to gain their cooperation and support. 
Enterprises and companies engaged in foreign trade should 
employ legal advisors on permanent contract, and have the 
lawyers check contracts before signing, to ensure accuracy, 
so as to avoid as much as possible any future economic 
disputes. If one day a dispute should occur, an experienced 
lawyer should promptly be asked to assist in the lawsuit, 
utilizing his expertise in legal matters and any of his relevant 
social relations, so as to have him help come out victorious. 


LABOR 


Urban Unemployment Rate Rises Slightly 
94CE0211B Beijing ZHONGGUO XINXI BAO in Chinese 
1 Nov 93 pI 


{Article by Wang Kejun (3769 0344 6511): “China's City 
and Town Unemployment Rate Shows a Slight 
Increase™] 

[Text] China’s third quarter employment growth remained 
sluggish, employment growth in urban collective units was 
even slower, employment growth among privately man- 
aged business and individuals was fairly rapid, and the 
urban unemployment rate rose slightly. 
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Based on statistics, 147.37 million persons nationwide 
were employed at the end of September, 580,000 more 
than at the end of the second quarter, but 550,000 fewer 
than at the end of last year. Comparing previous year 
levels at the same period, there was a nearly 100,000- 
person fluctuation between the end of last year and the 
end of September. Such a degree of fluctuation had not 
been seen in the last ten years 


Comparing ownership systems, we see that urban collec- 
tive units lost quite a few workers, while the various joint 
venture units and foreign capital units continued to 
increase their employee ranks. Comparing industries, 
industry lost a considerable number of workers, while 
employment in the construction, health and fitness, and 
finance and insurance ficlds rose slightly. Looking at 
State-owned units, a fair number of permanent 
employees were cut, while contract employees grew in 
sizeable numbers. 


Statistics provided by the State Administration for 
Industry and Commerce show that at the end of Sep- 
tember private and individual employment in urban 
areas reached 11.5 million, an increase of 800,000 or 4.5 
percent over the end of last year. Compared with last 
year's level at the same period, the increase was 500,000 
employees or 5.4 percent. 


Looking at the different industries. employment growth 
was sizeable in the commercial and food service indus- 
tries which accounted for about 70 percent of the total 
increase. Industry and construction employment, how- 
ever, grew minimally, accounting for only about 30 
percent of the total growth. 


Comparing regions, employment growth in the four 
provinces of Guangdong. Fujian. Jiangsu. and Sichuan 
was significant, with cach recording over 50,000 new 
employees, while employment growth in the three min- 
icipalities of Beijing. Shanghai. and Tianjin was min- 
imal, with each having less than 10.000 newly employed 
workers. 


According to Ministry of Labor statistics, at the end of 
September, the urban unemployment number stood at 
3.78 million persons, or at a rate of 2.4 percent. This is 
0.1 percent higher than the level at the end of last year. 
It is estimated that the unemployment rate will rise to 
around 2.6 percent by the end of this year. 


Overall, the current urban unemployment situation ts 
not growing significantly. Yet, in certain areas the unem- 
ployment rate continues to grow. This 1s especially true 
with respect to the aged. the young. border areas, and 
certain areas of the defense industry, mining, and the 
forestry industry where regional economic growth has 
been slow and workers have not departed i significant 
numbers. Generally, with respect to these areas, unem- 
ployment stands at over three percent. with some areas 
experiencing upwards of ten percent unemployment 
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Editorial Recognizes Importance of Skilled Workers 


94CE0211A Beijing GONGREN RIBAO in Chinese 
27 Nov 93 p 2 


[Text] The first-ever China Youth Talent Olympics, 
jointly sponsored by nine units including the Ministry of 
Labor, the All-China Federation of Trade Unions, and 
the central committee of the Communist Youth League, 
came to a close after nearly three months of competition, 
with the outstanding achievements of skilled contestants 
in ten areas of industry providing a successful close to 
the competition. 


In June of this year, Jiang Zemin, Li Peng, Qiao Shi, and 
other leading comrades each made speeches in dedica- 
tion at the opening ceremonies. Yesterday, the contest 
Organizing committee distributed prizes to the winners 
in a solemn ceremony at the Great Hall of the People. 
Premier Li Peng and other leading comrades met with 
the winning contestants at Zhongnanhai. Throughout 
the course of the competition, leaders from every prov- 
ince, city, autonomous region, and industry showed 
heartfelt concern and support for the talented stars of 
labor. All of this amply demonstrates that our party and 
nation attaches a great deal of importance to our nation’s 
working class, and in particular, to the vast number of 
young workers. 


The labor of our workers, and especially that of our 
skilled workers, is the key link in transforming science 
and technology into a productive force, and is an impor- 
tant foundation of economic growth. Without the labor 
of workers who possess high quality and skill, high 
quality products would be impossible, as would a soaring 
economy. Science and technology is social wealth, and 
operational skill 1s also social wealth. In a certain sense, 
they are important sources of wealth at a deep level. We 
can introduce superb technology, advanced equipment, 
effective management techniques, and the applicable 
experts from abroad; but is it possible to introduce from 
abroad the vast numbers of skilled workers required for 
economic construction? The superb operational skills of 
talented workers can create incalculable social wealth 
that money cannot buy. For this reason, Comrade Jiang 
Zemin pointed out that, “skilled workers are the sine qua 
non of economic construction.” This is something we 
must fully recognize. 


People can still remember back to the 1950's and 1960's 
when our nation was producing large numbers of skillful 
craftsmen and “masters of technology” like Li Ruihuan, 
Ni Zhifu, Hao Jianxiu, and Wang Chonglun. The “top 
notch work,” “knack for getting the job done,” and 
“work style” that these individuals demonstrated on the 
production line greatly enhanced product quality and 
production efficiency. Their diligent technical study and 
the superb skills they attained were of monumental value 
iN promoting construction enthusiasm in the working 
classes throughout the nation. Countless “masters of 
technology” noi only created huge amounts of material 
wealth for our society, but they created precious spiritual 
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wealth for society as well. The party. the nation, and 
society as a whole attached enormous importance to 
these workers. 


Today there are 120 million enterprise employees and 
nearly 100 million township enterprise employees in 
China, with 170 million of these people being workers 
who are the main force behind the creation of material 
wealth in society. As science and technology and the 
economy all grow at a rapid pace. the demand for higher 
cultural and technical quality of workers grows stronger. 
Yet, if we look at the current situation in the worker 
ranks in China, we see that this demand is far from being 
met. Looking at the make up of our workers ranks, we 
find only 200,000 technicians and 2.000-plus highly 
skilled technicians. If we look at the proportions of skill 
capacities required for production, we find that our 
technician ranks should grow to one million workers. 
Heightening the technical quality of our worker ranks 1s 
indeed an urgent mission required for development of 
our national economy. 


Vigorous national! development demands that. while we 
attach importance to and give full play to the role of the 
intellectuals, we also must attach importance to and give 
full play to the role of the skilled workers, and this 
applies with particular force to highly skilled workers. 
We must stress growth in the worker ranks, we must 
adopt various forms, we must pursue various routes, and 
we must accelerate the cultivation of the various forms, 
we must pursue varius routes, and we must accelerate the 
cultivation of the various specialized technical workers. 
We must create a social atmosphere that attaches impor- 
tance to technical operational skills and that respects 
technical workers. Of course, singers, movie stars, and 
dancers are needed in society. But, if “these three stars 
are the only ones that shine.” while the multitude of 
skilled workers and technical stars who create immense 
wealth for society are busy with their noses to the 
grindstone, working in obscurity, and getting the coid 
shoulder, or being condemned or denounced, how is 
society going to grow? We should pay more attention to 
shining the media spotlight of skilled workers, we should 
focus the camera lens and direct the pen more toward 
capturing the accomplishments of the skilled workers 
and technical stars, and we should let the people know 
that, without the contributions of our technical stars and 
skilled workers, our society would be floundering in 
emptiness as it chases its “stars.” At the same time, we 
must call on leaders at every level to ardently show 
concern, to support, and to fully use and fully reward 
skilled workers and technical stars. This 1s an important 
measure that will prevent talent drain, safeguard the 
enthusiasm of skilied workers, and encourage skill 
growth and wealth creation on the job. Of course, further 
reform of an irrational labor wage system, destruction of 
the communal rice pot, and promotion of the social 
status of the skilled worker remain the fundamental ways 
to protect our skilled workers and induce young workers 
to study technical skills. 
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I hope that the “technical stars” and the ranks of the 
skilled workers in China expand into an enormous and 
powerful force. When large numbers of “technical stars™ 
and skilled workers emerge. then the Chinese economy 
will enjoy sustained, rapid, and healthy growth. We look 
forward to this wonderful future’ 


POPULATION 


Impact of Market on Rural Population Control 
Beijing JINGJI CANKAO BAO in Chinese 5 Oct 93 p 4 


[Article by Qin Pinduan (4440 0756 4551) of Anhui 
University Population Institute: “Chinese Population 
Control: Adjustments Under Market Economy™] 
[Excerpt] With the development of the market economy 
and the deepening of China's rural structural economic 
reform, China’s overall birth rate increased from 17.82 
per thousand in 1979 to 22.28 per thousand in 1982. 
During the same period the natural growth rate 
increased from 11.61 per thousand to 15.68 per thou- 
sand. The rural population birth rate increased from 
18.43 per thousand to 22.97 per thousand and the 
natural growth rate from 12.04 per thousand to 15.97 per 
thousand during this period. This had a huge impact on 
population control in China. 

First impact: Economic. With the rise of market 
economy in the villages, the rural economy will take off 
quickly. And the villagers’ misunderstanding of family 
planning cadres’ work will increase further as will the 
difficulties of that work. Moreover, the growth of the 
rural economy will weaken the effectiveness of economic 
penalties for excessive births. The wealthy do not fear 
penalties, and even less do the poor. thereby rendering 
almost nil the control function of economuac penalties. 


Second impact: Regional disparities will increase fur- 
ther. With the development of the market cconomy. 
economic disparities between the coastal and mland 
regions will increase further. Unbalanced attitudes 
brought about by poverty and prosperity will be exacer- 
bated, and difficulties controlling the population in 
impoverished areas will also increase. The vicious circle 
of “the poorer the more births. the more births the 
poorer” will be further exacerbated. 


Third impact: Administrative contro! functions will be 
further weakened. Administrative means are a major 
aspect of population control in China, and the growth of 
the market economy will weaken these administrative 
control mechanisms. This weakening ts especially evi- 
dent in rural areas. The establishment of the responsi- 
bility system in rural households was the first instance of 
the weakening of administrative control functions, and 
the establishment of the market cconomy will be the 
second. 


Fourth impact: On population planning. Population 
planning is formulated from top to bottom. as the 


Problems With Bottlenecks ‘Even More Prominent’ 


HCEO2I4A Beying ZHONGGUO XINAI BAO in Chinese 
19 Now 93 p 3 


From the beginning of the year to date, impelied by the 
continued strong economic expansion, transport 
demand has contmmucd to swell, while the reciprocal 
transport output has stalled and not increased, or 
increased only microscopically. In the penod from Jan- 
uary to August, railway haulage amounted to 1.0% 
billion tons, an increase of only 1.7 perceni over last 
year, maritime transport haulage increased only 2.6 
percent, while the specialized transport units under the 
highway transport depariments showed a decrease in 
output. This was in sharp contrast with the increases in 
the natsonal economy. 


There were obvious changes in the mix of products being 
shipped. The shipment of investment type products 
increased greatly, while the quantity of the types of 
products normally shipped tell sharply. According to 
statistics for January to July. there was an average 
increase of over 10 percent in shipments of metal ores, 
iron and steel, non-ferrous metals, non-metallic ores. 
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over 40 percent of total 
railway transport volume also fell 1.4 percent. Such 
decreases seldom been seen im recent years. 


railway industry. The railway freight car demand- 
fulfilled rate has averaged only 2 bit over 60 peroent. the 
gap between trunk route haulage and upper himmts has 
been about 40 percent. both of these being some 10 
percentage points below the normal year's averages. It 
has become difficult to guarantee shopmert of materals 
for some major projects and national command type 
plans. such as coal shipments for the entire natron'’s 
calied for shipment of 162.000 toms while the actual 
shipment plan. allowed for only 87.000 tons but less than 
80,000 tons was actually shipped. For the sron and sice! 
industry natonwide, the external cause of shortfalls im 
dchvenes of steel contracted by the stale was attnibuted 
to transportation problems in 62.3 percent of the cases of 
short dehvenes. Especially mm the south-casi coastal areas 
this year, masses of passengers and freight required 
transport southward. causing the crises situations along 


ping-Shangha rail lines to beoome even more spectac- 
ular. Only a little over one quarter of the demand for 
freaght shipment south to Guangdong can b fulfilled. 
the mines along the trunk 
ts have already lamnied producton o1 siopped pro- 
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taie % commonly above 5) percent. Some 
have been forced to use fresght cars to clear owl 


laborers awasting tramsport. 
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CASS Reports Reral Income Disparity Widening 
94CE0I77A Beying ZHONGGUO NONGHHUA BAO 
in Chinese 9 Oct 93 p 2 


[Artecle by Cai Famg (559! 2499) of the Rural Village 
Development Research Insitwte of the Chima Academy 
of Social Sciences: “A Trend Worth Noting m Rural 
Villages: Rural Farmers’ Income Gap Widens”) 


down. Statisics show that m the average willage’s 
imoome im 1980 was 191.33 wuanm: by 1985 this had 
Gumbed to 343.32 yuan, for am average annual morease 
of 12.4 percent. However, from 1988 to 1990 there was 
a decrease um income. In 1991 mmoome recovered and 
reached 374.33 yuan, bul between 1985 and 1991 the 
rate of annual increase was only | 8 peroent 


At the same tome thes was takong place. the dreparvty m 
moomes wast also morcawng, 


A. Vaewed nalonwode. the draparyty om incomes between 
rural households has increased. Im 1980 the Gim corffi- 
oent for rural village income 0.2366, the multiple 
between the lowest and highest levels of moome was 
3.16. By 1988 the Gini corfficoemt had nucn to 0.3024 
and the multsple between hogh and low had nen to 4 68. 
and thes trend has beoome even more obvious m more 
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recent years. (Statisticians commonly use the Gini coef- 
ficient to represent the degree of inequality in the distri- 
bution of income; the greater the Gini coefficient the 
more unequal the distribution.) 


B. The disparity in villager incomes between regions has 
increased. Using the national average villager’s income 
as 1, then in 1980 the index of income for the eastern, 
central and western sections respectively was 1.303, 
0.964 and 0.887, while in 1990 it was respectively 1.431, 
0.890 and 0.822. 


C. The disparity between urban and rural incomes again 
increased. The relevant materials show that urban resi- 
dents’ income has increased from the 1984 ratio of 1.7:1 
to the 1990 ratio of 2.2::1. This has caused a relative 
decrease in the rural villagers’ standard of living, with 
urban residents’ consumption ratio climbing from 2.3:1 
in 1984 to 2.8:1 in 1990. Causes of the increased 
disparity in incomes stemmed primarily from the fact 
that changes in the prices of agricultural products were 
not favorable to agriculture. In 1989 the agricultural 
product procurement price index rose 15 percent but the 
rural industrial product retail price index rose 18.7 
percent. In 1990 the agricultural product procurement 
price index suffered an overall decline of 3.5 percent 
while rural village industrial products prices rose 4.6 
percent. In 1991 agricultural product prices again fell by 
2 percent, while rural industrial product prices rose 3 
percent. This exacerbated the disparity in urban-rural 
incomes. Other major factors creating the imbalance in 
incomes between rural households and between rural 
districts were the tremendous changes which had taken 
place in the relative ratios of agricultural and industrial 
enterprises in the villages of each locality and the relative 
ratios between agricultural and non-agricultural enter- 
prises taken up by the rural households. Still another 
important problem was the ruthless assessment of pay- 
ments from rural villagers. According to rough statistics 
from the Ministry of Agriculture, nationwide in 1991 in 
cases where statistics could be compiled, villagers invol- 
untarily paid out administrative fees amounting to some 
1.77 billion yuan, fines of all kinds amounting to some 
2.31 billion yuan, collective assessments of 4.1 billion 
and miscellaneous other expenses of 3.81 billion, or an 
average of 13.8 yuan per person. On the one hand, these 
expenses were not levied according to one’s level of 
income, and thus increased the discrepancies in 
incomes. On the other hand, the economic expansion in 
each locality was uneven, and so in the more developed 
eastern sections a large portion of the various imposi- 
tions were borne by the town and township enterprises, 
while in the central and western sections of the country 
where township enterprises were not so well developed, 
the burden was borne by the individual households. 


The discrepancies in rural incomes brings with it some 
serious problems we cannot overlook. 


First of all, it effects the amount of hope that the masses 
hold for the reforms. The final success of the economic 
reforms depends upon the support and cooperation of 
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the broad masses of the people. However, the amount of 
support the people will give and the fervor with which 
they cooperate are determined by the amount of hope 
they place in the reforms, that is, what are they going to 
get out of the reforms. If the inequality of income 
situation worsens exceedingly, there is the possibility 
that our nation’s broad masses of farmers will lose their 
faith in economic reform. 


Second, it intensifies the blind outflow of labor from 
under-developed regions and the outflow of investment 
capital. If the motive force for the movement of the 
factors of production comes primarily from the differ- 
ence in remuneration for the factors of production in 
different localities, then, if this difference is overly large, 
it can cause this movement to become excessively severe 
and it could become a blind movement. For the past 
several years, because of the difference in development 
between the eastern and central and western sections of 
the country, the differences in farmer incomes was 
exaggerated, and created the “flood of workers” which 
exerted tremendous pressure upon transportation and 
basic facilities of some cities: this should not be over- 
looked. Another problem to which attention should be 
paid is the flow of large amounts of capital from the 
central and western areas to the eastern coastal regions, 
creating a “vicious cycle of poverty” in the central and 
western areas. 


Third, it has restricted agricultural production, espe- 
cially grain output. Within the overall trend of enlarging 
differences in income, the ones’ whose income situation 
changes for the worse are commonly the households 
engaged in agriculture and the agricultural areas, espe- 
cially the grain farmers and grain producing regions. 
This situation harms agricultural investment capabilities 
and the enthusiasm of those working agriculture. The 
most alarming aspect is that there has been a tremendous 
overall decrease so far this year in the amount of capital 
inputs such as agricultural machinery and fertilizers. 
Because of inadequate demand, the agricultural 
machinery industry is in serious decline, and agricul- 
ture’s production capacity will of necessity suffer corre- 
sponding harm. 


The following policies are formulated to solve the 
problem of the overly great differences in farmers’ 
incomes. 


1. Sped up the progress of market oriented reforms. At 
the present time, the income disparities between farming 
households, between regions and between urban and 
rural is mainly created by the disparity in income 
between the agricultural and the non-agricultural pro- 
duction sectors. Thus, we must utilize the market mech- 
anisms to reduce the differences, and thus we must let 
the market play its role to the fullest extent, and raise the 
earnings of those engaged in agriculture. Within the 
short term, while the grain market is gradually opened 
up, the price of grain can be allowed to rise to the level of 
the international market. Over the long term, our nation 
should avoid a long term situation in which our grain 
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prices are higher than international market levels. This is 
say, we should maintain an appropriate level of grain 
imports, allow our farmers to plant economic crops. This 
is the basic method of solving the farmers’ low income 
problem. 


2. Continue to encourage the expansion of town and 
township enterprises under all forms of ownership sys- 
tems. We must employ legislation to promote and pro- 
tect the establishment and growth of private enterprise, 
turn the income of the high income levels into savings, to 
create employment opportunities for the rural excess 
labor forces. The most pressing need is to establish 
legislative protection for the property rights of private 
enterprises. 


3. The state and all levels of society must support the 
growth of village and township enterprises in the central 
and western regions. The state should truly focus on 
investments and credit for the village and township enter- 
prises in the central and western regions and at the same 
time organize the various governmental departments to 
cooperate with these regions within the limits of their 
mission and establish village and township enterprise 
development zones. 4. In macroscopic terms, we must 
begin to implement a redistribution policy. That is, we 
must speed up the reform of the tax collection system, 
create better tax legislation, and begin collecting individual 
income taxes in those areas where the conditions are right. 
The principle of this sort of redistribution of income policy 
is to increase equability on the condition of not harming 
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efficiency and to effect the common enrichment of the 
rural villages while admitting the existence of differences. 


Sichuan Cotton Procurement 


94CE0181S Chengdu SICHUAN JINGJI BAO in Chinese 
15 Dec 93 p 1 


[Summary] As of 5 December, Sichuan Province had 
procured 760,000 dan of cotton, fulfilling 34.8 percent of 
the task, and a 64.3 percent decline from the same period 
in 1992. Sichuan consumes over 3 million dan of cotton 
a year, in addition to state transfers of 1.1 million dan, 
Sichuan itself must produce over 2 million dan. It is 
estimated that cotton procurement for 1993 will total 
900,000 dan, a decline of 1.4 million dan from 1992. 


Gross Income of Zhejiang Rural Economy To 
Increase 


94CE0181T Hangzhou ZHEJIANG RIBAO in Chinese 
10 Nov 93 p I 


[Summary] In 1993 the rural economy of Zhejiang 
Province grew rapidly. It is estimated that gross income 
of the rural economy will exceed 200 billion yuan, a 31.4 
percent increase over 1992. Income of primary industry 
will be 31.1 billion yuan, a 10.1 percent increase. Income 
of secondary industry will be 154.5 billion yuan, a 39.3 
percent increase. Income of tertiary industry will be 18.4 
billion yuan, a 14.9 percent increase. In 1993 per capita 
farmer income will reach 1,163 yuan, a 12.5 percent 
increase over 1992. 
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Changing Status of Rural Women Characterized 


94CMO0091A Beijing ZHONGGUO RENKOU BAO 
in Chinese 29 Oct 93 p 3 


{Article by Zhang Zhihong (1728 1807 4767), from the 
China Labor News: “Rural Chinese Women Show 
Changes in Six Areas”’} 


[Text] According to a “Survey on the Social Status of 
Women,” recently sponsored and conducted by the 
National Women’s Federation, China’s rural women 
have shown noticeable changes in the following six areas, 
as reform in China’s rural system has deepened: 


Participation in Labor. Under the impact of the wave of 
reform in the rural system, large numbers of farmers are 
escaping from the confines of the land, applying them- 
selves vigorously to enlarging the scope of their business 
activities, and continually opening up new fields of 
endeavor in rural modernization. Twenty-one percent of 
rural female workers have already turned to lines of work 
outside of agriculture, which is not much different from 
male laborers, of whom 30 percent have turned to lines of 
work outside of agriculture. Of them, 52.4 percent have 
turned to industry and processing; 16.5 percent are putting 
their efforts into commerce, or the service industries; 4.7 
percent have entered the ranks of the construction 
industry; 2.8 percent are specializing on the transportation 
industry; and 23.6 percent are going into other industries. 
Women are involved in many parts of social production, 
and their income is increases every day. The ratio between 
the incomes of women and men is approximately 0.78 to 
one. 


Education and Training. In the 15 years since reform 
and opening up, 46.3 percent of rural women throughout 
China have received some kind of training in agricul- 
tural technology. According to this survey, women make 
up 27.6 percent of farmers, with occupational titles of 
agricultural technician and above. The rise in their own 
educational level has also further raised the conscious- 
ness of rural women about providing even more educa- 
tional opportunities for the younger generation. The 
survey found that 80 percent of women aged 18 to 29 
expect their children to attain at least a high school 
education. 


Marriage and the Family. Changes show up mainly in 
that a wife’s opinions on important policy matters in her 
family cannot be ignored. There has also been a steady 
decrease in incidents of family violence. 


Participation in Society. The results of an evaluation of 
the political awareness of China’s rural women show that 
49.8 percent of them could correctly give the name of the 
general secretary of the Chinese Communist Party, and 
11.2 percent could give the name of the President of the 
United States in that year. Among the major topics that 
they discussed with others, 13.8 listed social phenomena 
and issues first, while 13.4 percent ranked first exchange 
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of information related to their work. It is plain that rural 
women harbor great enthusiasm for participating in 
external affairs. 


Pre-Natal Care. According to the survey, over the last ten 
or more years, rural women have come to attach more and 
more importance to pre-natal care, while rural pre-natal 
care services have also become more and more organized 
and standardized. Among women under 40, 46.3 percent 
are able, during pregnancy, to receive prenatal examina- 
tions in accordance with their doctor’s advice, and 57.2 
percent have the assistance of a midwife, or medical 
personnel, during delivery. At present, 66.5 percent of 
villages have a trained, qualified midwife. 


Social Attitudes. Although the traditional idea that “men 
should be in charge of the outside, and women should be 
in charge of the inside,” is still deeply rooted in rural 
areas, the self-awareness of China’s rural women is 
gradually being increased. The survey shows that 66.1 
percent of people either doubt or deny the view that 
“males are by nature better than females,” 61 percent 
deny the notion that “a woman should avoid being in a 
higher position than her husband;” and 7! percent 
approved of the statement that, “I would despise myself 
if I could not accomplish anything.” 


Article Describes Root Causes of Corruption 


94CM0091B Beijing GUANGMING RIBAO in Chinese 
26 Oct 93 p 3 


[Article by Ouyang Yuanfang (2962 7122 0337 2455): 
“Is Corruption the Evil Consequence of Reforms 
Leading to a Market Economy?” 


[Excerpt] [passage omitted] There are more or less two 
reasons indicating worsening corruption. First, admin- 
istrative constraints have been relaxed somewhat, 
while the ownership system at state-owned enterprises 
has not yet been reformed, and the constraints of 
ownership have not yet taken shape. This has given rise 
to much disorder. Second, during this period when the 
function of government is being transformed and the 
style of effective macro adjustment is changing, all at 
once certain areas of uncertainty have appeared, 
leading to some irregular government activities. These 
circumstances have created “openings,” “facilitators,” 
and “accelerators” for the emergence and spread of 
corruption. Therefore, we cannot say there is no rela- 
tionship at all between the spread of corruption and the 
market economy; but we also cannot say that it is the 
necessary, evil consequence of reforms leading to a 
market economy. At most, the imperfections in the 
process of reform toward a market economy have 
provided corruption with an opportunity to come 
forth! 


The crux of the problem is whether the root of corrup- 
tion is in the market economy or in the old system. This 
writer believes that the root cause is in the old system. 
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This is a special feature of the corruption problem as it 
exists in China at the present stage. Mainly, it has the 
following manifestations: 


First, state power is marked by direct control over micro- 
economic activity. The agencies with authority, and even 
the individuals in charge, hold de facto power of life and 
death over enterprises and small-scale activities. Enter- 
prises and small-scale activities need administrative 
approval at every turn; without it, nothing can be so much 
as talked about. Therefore, making and using connections, 
doing business through influence, “greasing palms,” and 
“cutting red tape” have become the “standard topics” in 
economic life. From this, there have arisen all kinds of bad 
practices, bribery, and the perversion of justice. 


Second, improper hiring is a major breeding ground for 
corruption. Interpersonal relationships are complex, 
leading to tangled webs of interrelations, where “one 
bureaucrat protects another.” In some units, only rela- 
tives, or only mediocrities, or only slavish-minded 
people can be hired. Such bad practices as hiring people 
related through marriage, forming cliques, and bureau- 
crats protecting one another have been going on for a 
long time; the masses have been angry, but do not dare to 
speak out. These bad hiring practices are both a major 
manifestation of corruption and a source of it. 


Third, there is a lack of suitable control over government 
actions, or even on the exercise of personal authority. 
There is no objective mechanism for preventing 
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excesses, and no effective system of oversight. This is a 
major reason why corruption has persisted despite 
repeated prohibitions against it, and even became more 
and more rampant. For these two reasons, the original 
mechanisms of vertical and horizontal supervision have 
become weak. Moreover, it has been extremely difficult 
for law enforcement agencies and the media to carry out 
their functions independently. When the masses have 
made reports, usually very little has come of it, and it has 
also invite open or disguised retaliation. Over time, the 
exercise of authority has become unconstrained and 
“omnipotent,” and when it has become thus corrupted, 
then it “does as it pleases.” 


Fourth, corrupt activities and corrupt elements often 
cover themselves with a camouflage or veneer of high- 
mindedness. Many bad practices, or open corruption, 
are not only dressed in official garb, but are carried out 
under the banners of “public spirit,” “principle,” “guid- 
ance,” and the like. When something goes wrong, then 
the corrupt elements can still drag in all sorts of irrele- 
vancies, and shift between soft and hard tactics, plus 
bringing in exculpations and intercessions from above, 
until things are hopelessly confused. This concealment in 
formalities has created the present pattern of wide- 
spread, semi-public corruption, and the difficulty of 
suppressing or striking out against such corruption so 
that the perpetrators can rest easy, knowing that they are 
well-protected. 











END OF 
FIGHE 


DATE FILMED © 
f bb AK l] 








